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INTRODUCTION 


Husert Dovatas HENDERSON was born on 20 October 1890, a son of the 
S banker John Henderson of Glasgow, and was educated at Aberdeen 
Grammar School, Rugby, and Emmanuel College, Cambridge, where he 
obtained a first class in Part II of the Economics Tripos and became 
President of the Union in 1912. On the outbreak of war in 1914 he was 
declared unfit for military service, and in 1917 joined the Cotton Control 
Board as its secretary. He later published a history of the Board. After 
the war in 1919 he went back to Cambridge as a Fellow of Clare and 
University Lecturer in Economics, and in 1922 published Supply and 
Demand, the first of the Cambridge Economic Handbooks. 

He did not remain long at Cambridge, for in 1923 he was persuaded by 
J. M. Keynes to assume editorship of the revived Nation and Athenaeum. 
He remained editor for the next seven years, leaving the paper in 1930 to 
become Joint Secretary of the Economic Advisory Council newly estab- 
lished by Ramsay MacDonald. There he acquired experience of govern- 
ment administration which fostered and enriched the strongly practical 
attitude to his subject which was always characteristic of his mind. 

In 1934 his association with Oxford began with his election to an All 
Souls Fellowship, and he ceased to be Joint Secretary of the Economic 
Advisory Council. His influence in Oxford soon became apparent: he 
became Chairman in 1936 of the new Economists’ Research Group, which 
was endeavouring by the interrogation of business men to test some of the 
theories of academic economists by the touchstone of practice ; in 1938 he 
played a leading part in the establishment of Oxford Economic Papers, 
becoming a member of the Editorial Board and contributing the first 
article to the first number; in 1941 he was elected a Delegate of the 
University Press. These activities at Oxford did not prevent him from 
maintaining contact with the world outside: in 1938 he went to the West 
Indies as a member of the Moyne Commission, and the outbreak of war in 
1939 found him a member of the committee which was sitting under 
Lord Stamp’s chairmanship to co-ordinate departmental preparations 
for war. 

The war took him to the Treasury, where he held an advisory position 
of influence rather than power. Released in 1945, he was appointed to the 
Drummond Chair of Political Economy at Oxford. His services to the 
country which had been recognized by a Knighthood in 1942, did not 
cease on his return to Oxford: from 1945 to 1948 he was chairman of the 
Statutory Committee on Unemployment Insurance and from 1944 to 
1949 he served on the Royal Commission on Population, the last four 
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INTRODUCTION 


years as chairman. In June 1951 he was elected to the Wardenship of 
All Souls, but was forced to resign on medical grounds in the following 
January before taking up his office. He died on 22 February 1952. Such in 
bald outline were the main episodes of Henderson’s career. 

Henderson’s contributions to the study of economic affairs are scattered 
through the periodicals and locked away in official safes. He wrote no 
major work and this was perhaps the natural consequence of his approach 
to the subject. Although his work was always theoretical, he had little 
interest in the more elaborate theoretical constructions that are the usual 
subject of a treatise; for he felt that the nice refinement of analytical 
structures encountered sharply diminishing returns.at an early stage and 
held up the more important task of determining how the main points of 
a theory fitted the facts. Nor did he, when he turned to the facts, embark 
upon detailed historical or statistical investigations ; economic conditions 
were always changing and the changes called for such rapid adjustments of 
policy as to allow him little pause for prolonged empirical research. Such 
an approach has obvious dangers, but his shrewd judgement and his 
profound understanding of economic processes saved him from the super- 
ficiality into which the less skilful might so easily be led if they tried to 
adopt his methods. The fact remains that the lack of a magnum opus 
makes it more difficult to judge the magnitude of his contribution and to 
appreciate the nature of his influence on the conduct of public affairs. 
Perhaps this task of appraisal will be easier when his widely scattered 
writings are brought together in a volume to be published at a later date 
by the Clarendon Press. 

As a biographical record the present memoir is in some ways incom- 
plete. Some periods of Henderson’s life are neglected and others are treated 
less fully than might be wished ; in particular we are not yet in a position 
to make a full assessment of the influence he exercised on official policy 
after 1939. But the main features of his life and work are covered and some 
impression is conveyed of the character of one who was not only a dis- 
tinguished public servant and a great economist but a man of warm 
humanity. In gratitude for his memory this sketch is issued ~ some of 
those who were privileged to have known him well. 
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EDITING THE NATION 
By FAITH HENDERSON 


WueEn we think of the inter-war years it is usually a picture of the thirties 
that we have in mind. The thirties, which began in an economic blizzard 
and ended in World War II, are all too vivid in our memories, but the 
decade before, the twenties, has 2, much less definite shape. We remember 
one or two great events—the General Strike, the Locarno Treaty—but 
the general impression that remains is vague, a sense of frustration and 
frivolity, Mr. Baldwin conserving his energies at No. 10, while the bright 
young people held midnight treasure hunts in Trafalgar Square. In 
reality the twenties, when Hubert was Editor of the Nation (1923-30), 
were a bitter prelude to the full tide of disaster which followed in the 
thirties. They may well go down to history as “The Wasted Years’, wasted 
in political disputes at home which played into the hands of reaction and 
inertia, in industrial conflicts more bitter than have been seen in this 
country before or since, and in international wrangling and recrimination 
over reparations, disarmaments, and war debts which paved the way for 
the destruction of democracy in the greater part of Europe. But coming 
events had not, in the first few years after the end of World War I, cast 
their shadows before, and there seemed no reason to believe that a new 
world might not arise from the ashes of the old, if nostalgia for the past 
could be exchanged for faith in the future. 

It was the problems of the future which a group of young Liberals, of 
which Maynard Keynes,! Walter Layton,? Ernest Simon,* and Professor 
Ramsay Muir were the leaders, set themselves to solve. They hoped to 
inspire the Liberal Party with new life, and give it a new policy, which 
would restore it to its old position as the most influential party of the Left. 
The post-war world presented new problems which no political party was 
facing up to. They studied the problems, thought out new ways of solving 
them, and held their first Liberal Summer School in 1922 to educate their 
own party, for the movement was to be first and foremost educational, 
not propagandist. The Summer School was so successful that it became an 
annual gathering held alternately at Oxford and Cambridge. But if the 
new movement was to make itself felt it needed to appeal to a wider public 
than the Summer School, a public which could be best reached through the 
Press ; and of the Press, a weekly paper would provide the best platform for 
continuous comment, criticism, and the ventilation of new ideas. 


2 Later Lord Layton. 


1 Later Lord Keynes. 
5 Later Simon of Wythenshawe. 
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8 EDITING THE NATION 


It so happened that just at that time the Nation and Athenaeum was 
in the market. The Summer School group acquired it, appointed Maynard 
Keynes as chairman of the Board of Directors and set about finding an 
editor. No doubt a certain bias towards Cambridge, and the fact that 
economics played so large a part in the policy which they envisaged as 
being pursued by the new Nation, made Cambridge the obvious place to 
turn to first. Hubert was at that time a young university lecturer in 
Cambridge, well known to both Maynard Keynes and Walter Layton, both 
of whom had been teaching economics at Cambridge when he was an 
undergraduate before the war. He had kept in touch with them ever 
since his undergraduate days, for Maynard spent much of his time at 
King’s during the early post-war years, and Walter had been head of the 
Statistical Department of the Board of Trade where Hubert had worked 
during the war before he went to Manchester to be secretary to the Cotton 
Control Board. They thought well of him as an economist, knew him to 
be a Liberal, and thought that he would conduct the paper along the lines 
they wanted. 

No doubt the rest of the group gave their approval, but Maynard must 
have been deputed to broach the subject to Hubert, for I remember well 
the occasion. At least I have a vivid picture in my mind of Maynard 
standing in front of our drawing-room fire with his hands in his pockets, 
warming his posterior, and plunging into the subject with all his accus- 
tomed enthusiasm and tenacity. He propounded the scheme. He himself 
was to be the chairman of the paper. Would Hubert become editor? 
Hubert raised the obvious objections. He had never edited anything; he 
had done very little journalism. Maynard, like a prancing steed, overrode 
all his objections. He wanted him as editor, and Hubert must not and 
could not refuse. 

For the next seven years Hubert worked in the closest collaboration 
with Keynes. No chairman could have given his editor more scope, more 
encouragement, more support. Hubert had a completely free hand to 
write what he liked. Maynard wrote constantly in the paper himself, but 
always under his own name. He never encroached on the editor’s ground. 


He was in and out of the office every week discussing what line the paper 


should take on whatever issue was foremost at the moment. Then, when 
the paper was all ready for bed on Wednesday evening and everyone else 
had left the office, Hubert would settle down to write his leader. Hour 
after hour he would scribble and smoke, scratch out and tear up. Never 
did anyone write with such blood and sweat. Sometimes he would catch 
the last tube train back to Hampstead, sometimes the first tube train on 
Thursday morning. However long the leader took to write, it had to 
come up to the standard he set himself. However difficult the argument, 
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FAITH HENDERSON 9 


however closely reasoned, it had to be clear and comprehensible to the 
ordinary reader. That was his criterion. 

His method of writing was the method of debate, in which he played 
the parts of both proposer and opposer of the motion, and of the chairman 
who sums up at the end. He liked to take a subject for discussion, give 
the arguments on both sides, and then decide at the end which side should 
win. His arguments were closely reasoned, the conclusions clear and 
definite. The whole made up a pattern from which it is difficult to quote, 
unless at undue length, without losing much of the urgency of the argu- 
ment, except for the places where he let himself go, as he sometimes did, 
inrhetoric which had all the more force by contrast with the sweet reason- 
ableness which preceded it. His writing had all the punch and enthusiasm 
of a young man—he was only 32 when he became editor—looking at the 
world with undaunted eyes. 

The editorial staff of the Nation lived on a floor of an old house in 
Great James Street. Hubert and his sub-editor, Harold Wright, had pos- 
session of the front room, while Leonard Woolf, who held a semi-auto- 
nomous position as literary editor, delved about in the back among his 
books. Mrs. Jones, their incomparable secretary, without whom none of 
them could have survived for a day, had her typewriter in a cubby-hole 
somewhere between the two rooms. The business side of the undertaking 
was housed elsewhere. As far as I remember there was no other full-time 
member of the staff, though A. G. Gardner contributed for some time a 
weekly article called ‘Life and Politics’. This article became a permanent 
feature of the paper and was carried on for some time by Mr. S. K. 
Ratcliffe under the pseudonym of ‘Kappa’. It would take too long to 
enumerate all the distinguished people who wrote for the Nation, but 
among them were Professor Gilbert Murray, Sir William Beveridge,} 
Walter Layton, Ernest Simon, Professor Arnold Toynbee, Professor P. 
Noel-Baker, Mr. C. G. F. Masterman, Mr. Lloyd George. On the literary 
side of the paper Leonard Woolf collected a host of well-known writers. 
Aldous Huxley, Roger Fry, Lytton Strachey, Bertrand Russell, Clive Bell, 
V. Sackville West, Harold Nicolson, Virginia Woolf, Raymond Mortimer, 
among many others, wrote articles and reviews. Francis Birrel was 
dramatic critic, Cecil Gray musical critic. Hubert Phillips was a lively 
contributor in various capacities. The finance page was written by 
Nicholas Davenport. Those I have named and many others gave to the 
Nation a prestige which has been rarely equalled by a weekly paper. 


So much for the home life of the Nation. But what of the outside world 
in which it lived ? What was the political scene at home and abroad, and 
1 Later Lord Beveridge. 
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10 EDITING THE NATION 


what were the chief economic problems which that scene presented, during 
the years that Hubert was editor? In England the chief development 
politically was the growth of the Labour Party, which, with a correspond. 
ing decline in the Liberal Party, produced a three-party system and 4 
long spell of Conservative government. In Europe France kept up a long 
struggle to obtain reparations from Germany while keeping her weak 
politically and economically. Mussolini laid the foundations of Fascism in 
Italy. The United States, though remaining outside the League of Nations, 
became gradually involved in European affairs and played an important 
part in settling the disputes about reparations and the payment of inter- 
Allied war-debts. 

The economic scene at this time was dominated by the spectre of un- 
employment. Our export industries—textiles, coal, iron and steel—were 
suffering from the economic chaos in Europe, and were further hit by the 
return to the gold standard in 1925, which reduced the price they could 
get for their goods in dollars. The contrast in prosperity between the 
sheltered and unsheltered industries brought Protection to the fore asa 
political issue. The demand of the employers for longer hours and lower 
wages to meet their losses led to the coal strike and the General Strike in 
1926. Unemployment figures never fell below a million during those years. 
To the Conservative Government which was in office from 1924 to 1929, 
unemployment appeared to be an insoluble problem. The Liberal Party 
thought otherwise and held an exhaustive inquiry into British industry, 
the report of which was published in 1928 under the title Britain’s Indus- 
trial Future, and became known as “The Yellow Book’. After examining 
the whole field of industry, the book goes on to propound in detail schemes 
for dealing with unemployment by means of national development in 
roads, housing, electrical schemes, and many others, and the reorganiza- 
tion of our basic industries. To this part of the book Hubert contributed 
a good deal. 

This was the background in the twenties. Let us see how the Nation 
reacted to the situation week by week. 

The Nation was a Liberal paper and would therefore be expected to 
follow a Liberal policy. What was that policy to be ? Hubert defines it in 
a general way in the editorial foreword in his first issue of the Nation on 
5 May 1923. 


Our own sympathies [he writes] are for a Liberal Party which has its centre well 
to the left, a Party definitely of change and progress, discontented with the world, 
striving after many things, but with bolder, freer, more disinterested minds than 
Labour has, and quit of their out-of-date dogmas. .. . The great dividing issues of 
the near future . . . fall into two great groups. Peace and Disarmament ; and the 
Economic Structure. 
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FAITH HENDERSON ll 


But it was not long before political events brought up questions of 
fundamental importance to all political parties and of particular impor- 
tance to Liberals. A minority government was the most likely outcome 
of the next general election, and the immediate question was what the 
Liberal Party should do if it found itself in a position to take office in that 
capacity. That raised the more fundamental question of the relative 
merits uf a two- or three-party system of government. 

In a leading article written on the eve of the general election of December 
1923 Hubert answers the first of these questions and gives an indication 
of his attitude to the second. 


It [the Liberal Party] [he says] must come to seek support on the one side or the 
other, a support which would require to be consolidated ultimately into some kind 
of working arrangement. On which side should it look? We have no doubt as to 
the answer. It is towards Labour that a Liberal Government should lean. Liberal- 
ism will never discharge its true functions, or recapture its former inspiration, in 
the role of a centre party ; still less as a sort of left wing to Toryism. A large part of 
the old Radical wing, which contributed so much to the vitality and enthusiasm of 
the Liberal Party, has now passed into the Labour camp. No real Liberal, who 
realises how this Radical element served more than once to keep the Liberal Party 
straight and true to its traditions, when the tide of public opinion was flowing the 
other way, can find ‘the enemy’ in this quarter. .. . Even if Mr. Baldwin is returned 
to power, we shall only be at the beginning of a struggle in which it will becorfhe 
more than ever a vital national interest that the Liberal and Labour Parties should 
draw together and strive to reconcile rather than to emphasize their differences. If 
Protection is imposed upon this country, it will only be by virtue of three-cornered 
contests, and in the face of an overwhelming majority of Free Trade votes. P.R. or 
the Alternative Vote would safeguard us against such dangers; but these devices 
would not solve, they would only accentuate, the fundamental problem of how 
stable government is to be secured in Britain under a three-party system. We are 
convinced that the ultimate solution of the problem must be the disappearance of 
the three-party system, in the sense of three parties equally detached from one 
another; and the re-establishment, in whatever form, of the old broad divisions 
between the forces of the left and the forces of the right as the essential fact of 
British party politics. 

The result of that election was not a Liberal minority government, for 
Asquith, with thirty-three fewer seats than Labour, let it be known that 
he did not wish to take office; but a Labour Government under Ramsay 
MacDonald. Just as Hubert had hoped for Liberal co-operation with 
Labour in the event of the Liberals taking office, so he now hoped that 
the Labour Government would look to Liberal support in the House of 
Commons. In a leading article just after the election he says: 


There is much that a Labour Government could accomplish within the limits set 
by the balance of opinion in the present House of Commons. But it could accom- 
plish nothing without Liberal support—not as some Labour writers seem to imagine, 
& sort of cowed acquiescence beneath the threat of ‘we dare you to vote against 
this’, but a support active enough to take the pains of turning up in the House of 
Commons at inconvenient times, to vote for this, and for the Labour Government. 
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12 EDITING THE NATION 


Such support would imply a considerable measure of good will, and could hardly 
be forthcoming if Labour were to manceuvre to destroy the Liberal Party. Is this 
Labour’s settled purpose ? Are the issues of foreign policy, unemployment, housing 
and education nothing to them, except as the material for propaganda? Are they 
prepared to throw away all the opportunities for useful work which the present 
Parliament presents on the gamble that this may later on—certainly much later 
on—secure an independent majority ? 


We have seen that Hubert did not think that the three-party system 
was one that ought to be perpetuated, and that his hope for the future 
of the Liberal Party lay not in electoral reform but in the formation of a 
progressive party in which both Liberals and Labour would have a place, 
This hope was soon dashed. Ramsay MacDonald had an idée fixe, to de- 
stroy the Liberal Party. It, and it alone, he thought, stood between 
Labour and its absolute majority. It is idle to speculate on what might 


have haprened if the two progressive parties had been able to work to- 


gether, as Hubert suggested. With MacDonald as Prime Minister it was 
an impossibility. After eleven months of office he chose to go to the 
country on the issue of a treaty with Russia. In the general election 
which followed in November 1924 the three-cornered contests, and the 
scare of the Zinovieff letter, put the Liberals out of the running. They 
were only returned in 45 seats, Labour were reduced to 151, and the Con- 
servatives came back with an overall majority of 222. Baldwin again be- 
came Prime Minister, with Mr. Winston Churchill as Chancellor of the 
Exchequer and Austen Chamberlain as Foreign Secretary. Five years of 
Conservative rule was to be the sequel to the Liberal débacle, not the 
unshackled Labour rule of MacDonald’s dream. : 

When the Conservative Government had been in office for just over a 
year, Hubert surveyed the future in a series of four leading articles which 
he entitled “The Future of Liberalism and Labour’. In these articles he 
elaborates his belief in the two-party system and his distrust of any so- 
called electoral reform which would jeopardize it. In the first of these, 
entitled ‘The Value of the Two-Party System’, he gives his reasons for the 
success of parliamentary government in England. 


If there is any truth [he says] in the theory of an Anglo-Saxon genius for govern- 
ment, it will express itself in the creation and retention of a party system which is 
compatible with good government. . . . The success of parliamentary government 
in Britain during the past century is mainly attributable to the two-party system 
which prevailed here, in contrast to the group system which has always been cus- 
tomary on the continent. If we have now departed from that old two-party system, 
on which so much more depended than is generally recognized, can we really hope 
to do much better than our neighbours? Or can we reasonably hope to restore 
before long at least the essential features of the two-party system, and if so, how? 
No questions of a political or constitutional character are more important than 
these. 
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FAITH HENDERSON 13 


In the second article he deals with P.R., a very controversial subject in 
the Liberal Party, on which he knew he was taking an unpopular line. 


The great objection to P.R. [he says] is not its complexity, or its practical diffi- 
culties, but the fact that it is the enemy of majority government and the two-party 
m. Obscurely, but profoundly, the British public and the House of Commons 
know that these things are far more important than representational exactitude ; it 
is this feeling which explains the numerous tergiversations of politicians upon the 
jssue, and the blindness which often seems to have affected many as to where the 
interests of their party lay. British political instinct, we suspect, will always con- 
trive somehow to defeat P.R. 

And then he goes on to ask the Liberal and Labour parties to combine 
for ‘the creation of a practicable alternative instrument of government’, 
which, he says, is ‘our most vital public need to-day’. 

In the third article Hubert makes practical suggestions for what he 
calls ‘Liberal strategy in the event of the next election resulting in no 
party having an overall majority’. He hopes for Liberal and Labour co- 
operation in what he terms ‘Cabinet coalition’, and he elaborates the 
grounds for such hopes in the last article, from which I quote at some 


length because it seems to me to sum up his political creed. 


The measures of ‘social reform’ which were so noteworthy an achievement of the 
Liberal Governments of the pre-war decade, can fairly be called socialist in a vague 
and general sense. But the crucial problems of to-day lie in a different sphere. 
Measures like Old Age Pensions and Health Insurance, coupled with the progressive 
taxation of wealth, imply no incursion on the part of the state into the strictly 
industrial domain. Hitherto the state, for the most part, has stood outside the 
economic system. It has not concerned itself with questions as to what goods 
should be produced, or how they should be produced or marketed. . . . 

But to-day the question is raised by various developments and difficulties, whether 
the state can continue to stand outside the main economic world, or whether it can 
intervene advantageously in this larger sphere. The blind, impersonal forces, such 
as competition, and supply and demand, on which we used to rely to bring some 
sort of order into the economic system, no longer work as powerfully as they used 
todo. The economic world to-day presents us with a spectacle of maladjustment at 
every turn. Labour and capital, for example, piled up in places and in occupations 
where there is no demand for them—which suggests that the need is urgent for a 
positive and deliberate direction of the economic system, which has hitherto entirely 
been lacking. Now the chief intellectual idea which has always lain behind the 
demand for nationalization is precisely this idea of a conscious organization of the 
economic world, as opposed to a reliance on blind forces. . . . What we really need 
is not to take over the functions which business men now discharge with more or 
less efficiency ; but to create appropriate organs for discharging essential functions, 
which have hitherto been left altogether undischarged. It is as foolish to contem- 
plate throwing the routine administration of industry on the over-burdened state 
machine, as it would be to require the managing director of a large concern to under- 
take himself the detailed routine work of his office ; but, in principle, the case is just 
as strong for insisting that the state should exercise a general supervision and direc- 
tion of the economic system, as for insisting that every large concern should have a 
managing director. ... 

The present political confusion is largely the reflection of a general incoherence of 
ideas in face of the new problems of the post-war world. Men are allied together 
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and divided from one another over unreal issues. Slowly, the real issues are begin. 
ning to define themselves, and as they do so political alignments may be expected 
to reshape themselves, and an association between Liberalism and Labour, which 
at present seems so remote from political realities, may come to seem a natural and 
inevitable thing. 

The Conservative Government, having run its allotted span, went to the 
country in May 1929. The Labour Party, in the intervening years, had 
made great headway in the country. The Liberals, undaunted by the 
disaster of 1924, had, after a period of internecine strife, closed their ranks 
and under the leadership of Lloyd George produced a carefully thought 
out scheme for reducing unemployment. In March 1929 Lloyd George 
gave a pledge that if the Liberal Party was returned to power it would 
reduce unemployment to normal dimensions within a year. He based his 
statement on the report of the Liberal industrial inquiry embodied in the 
Yellow Book. This was followed by the publication of a pamphlet We Can 
Conquer Unemployment, which set out in detail the programme of capital 
expenditure on which Lloyd George had based his pledge. The govern- 
ment was so alarmed by this that it issued a White Paper with the por- 
tentous title of Memoranda on Certain Proposals relating to Unemployment. 
It was in fact simply a party political rejoinder to the Liberal pamphlet. 
Even The Times regarded this as a new and high objectionable use of a 
White Paper. More powder and shot for the Liberal campaign was supplied 
by a pamphlet entitled Can Lloyd George Do It? by Keynes and Henderson. 
The pamphlet was a best seller on the bookstalls and a chapter of it was 
published in the Nation. 

The result of all this energy and enterprise on the part of the Liberal 
Party had very disappointing results in the election. All it enabled the 
Liberals to do with the sixty seats they won was to hold the balance be- 
tween Labour and Conservatives. Labour had a small majority over the 
Conservatives and took office in a minority government for the second 
time under Ramsay MacDonald. On 15 June 1929 Hubert wrote a leader 
on the new ministry which held out some consolation to Liberals. After 
examining in detail the personnel of the government and noting that 
six ex-Liberals are among the number, he goes on: 

If Liberals are not in a position to carry their policies into practice themselves, 
it is at least some consolation that we can still carry on the business—which is old 
established—of supplying both the other parties with their best men and their best 
ideas. We are, so to speak, the manufacturing establishment of politics, and, if we 


are compelled for the time to let others do the retailing, we must not try to deprive 
them of good salesmen and handsome shop-walkers. 


Hubert’s interest in party politics was part of his general interest in 
government and he thought that good government was best served by 
strong progressive party. The conflict of personal loyalties within the 
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Liberal Party concerned him only in so far as they weakened its influence. 
He was temperamentally antipathetic to personal feuds and animosities. 
Jt is fundamentally wrong that political alignments should be shaped by 

nal likes or dislikes, or by the memories of dead controversies. The 
pent of mind, the outlook on society—these are the true criteria’, he wrote 
ina leader in January 1926. 

Only once did he enter the area of personal controversy, to take up the 
oudgels in defence of Lloyd George, whose actions during the General 
Strike had brought down upon him the censure of Lord Oxford and his 
followers. Lloyd George was accused of being a pro-striker because he 
criticized the government’s behaviour during the General Strike and 
pleaded with them for a negotiated peace. Feeling ran so high that it 
looked as if Lloyd George would be ousted from his leadership of the 
Liberal Party. Hubert, whose personal bias had always been ‘pro-Asquith’, 
thought that on this occasion Lloyd George had been treated with ‘gross 
unfairness’, and that Lord Oxford, in choosing to force a public breach 
with Lloyd George on such an issue, had shown himself to be strongly out 
of touch with Liberal opinion. 

There is an entity [he says in a leader on 29 May 1926] which we have called 
Liberal opinion which is a different thing and, in the long run, a more important 
thing than the parliamentary party. It is a vague entity, but it is a real one.... 
It is the opinion of men to whom Liberalism means something more than & party 
affiliation, more than a set of dogmas, to whom it means what is sometimes called 
an attitude of mind. It is the first duty of a Liberal leader to make himself sensitive 
to this opinion, and not to mistake for it the opinion of those in control of the 
machine. It was the fact that he had alienated this opinion in his Coalition days 
that has been the real weakness of Mr. Lloyd George’s position in the Liberal party. 
It was the fact that this opinion was in the main upon their side that gave Lord 


Oxford and his colleagues strength. And now it appears that they are completely 
insensitive to this opinion ; that either they are unaware that it exists or that they 


despise it. 

So much for political controversy. We must now pass to economic 
affairs, for it was to the field of economic controversy that Hubert de- 
voted the greater part of his writing in the Nation. Here he felt that as 
an economist he had a contribution to make to the solution of contem- 
porary problems, and it was largely for his opinions on economic matters 
that people read his leaders week by week. 

He started off with monetary policy, over which he was to fight a losing 
battle which came to an end after two years when Mr. Churchill went back 
to the gold standard in 1925. He thought that the traditional policy which 
was being pursued by the Bank of England of getting back to gold parity 
with the dollar was an important contributory factor to the problem of 
tnemployment, and one that was completely overlooked. In a leading 
article on 23 June 1923 he sized up the issues thus: 
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The time has come when the whole monetary policy of the country should 
reconsidered. The last few months have made it fairly clear that we cannot coun 
on such an increase in American prices as would make possible the return of thy 
pound sterling to its old dollar parity without a further depression of our price lev¢, 
We have thus to choose between facing with equanimity a possible fall in th 
exchange value of the pound, or checking it by means which involve a deliberaty 
aggravation of the trade depression. . . . After three years of unemployment th 
prospect of such a policy is intolerable and ought to be inconceivable. 


Baldwin looked upon monetary policy in the spirit of. ‘theirs not to 


reason why’, and turned to Protection as a cure for unemployment which} 


could go hand in hand with deflation. It did not need Hubert to convineg 
the export industries—though not the Prime Minister—that nothing could 
be done to help them in that direction. But Hubert in a leading artic 
in November 1923 pointed out where the difference between the remedy 
of monetary policy and the remedy of Protection lay. He writes: 


Between Protection and the abandonment of deflation there is, therefore, this 
very fundamental difference. The former would give a stimulus to a limited number 
of industries working for the home market at the expense of the export trades, 
which account for the greater part of our unemployment; while the latter would 
remove an obstacle from which no one has suffered more than they. .. . [To] combine 
against them, as Mr. Amery tells us the Government intend to do, the impediments 
of Protection and ‘a high exchange’, and to put this forward as a solution of the 
present unemployment, is perhaps the most extreme instance of false political 
diagnosis in our modern history. 


To this warning Baldwin paid no heed. He called for his mandate on 
Protection and failed to get it. When he came back to office in 1924, 
however, he revived the old issue under another name, ‘the safeguarding 
of industries’. While considering himself pledged against Protection he 
felt he had a mandate for safeguarding certain industries. ‘What it comes 
to’, Hubert said in a leader on 27 December 1924, ‘is that Mr. Baldwin 
wants safeguarding as a wedge, but feels in honour bound not to employ 
a bigger wedge than that which was discarded a few months ago.’ (The 
McKenna duties had been repealed a few months earlier under the Labour 
Government.) ‘He is at present looking for a wedge that shall neither be 
too big nor too small; we do not believe he has found it yet.’ Baldwin 
and his wedge would, he thought, provide ‘an entertaining political 
comedy’. The quest for the perfect wedge proved so elusive that it was 
abandoned a couple of months later and replaced by a clause in the budget 
which allowed industries to make application for Protection, for a limited 
time only, to a committee of the Board of Trade who were controlled by 
the Treasury. 

By March 1925 the industrial depression had lasted 11 months and 
showed no signs of improvement. A debate in the House of Commons on 


e's: = 


~ 


tuni 
stan 
capi 
anot 
pow 
Be. 
| redu 
turr 
| ‘con 
whe 
witl 
duti 
] 
4 


FAITH HENDERSON 17 


unemployment at the end of the month provided Hubert with an oppor- 
tunity to warn the government once more that to go back to the gold 
standard would only aggravate the evil, and to suggest that schemes of 
capital development, and the transference of labour from one district to 
another in the same industry, would go a long way to mop up the labour 
power and machinery which lay idle in the coal-mines. ‘Capital develop- 
ment’, he says, ‘and greater mobility are the two essential conditions of a 


| reduction of unemployment substantially below the figure of a million.’ 


Then in April 1925 came Mr. Churchill’s first budget announcing the re- 
turn to the gold standard. Hubert called it a ‘hotch-potch budget’ with a 
‘complete absence of coherent principle’. He always wrote most cogently 
when he was in attack, and his three leaders on Mr. Churchill’s budget 
with its sop to the motor industry in the reimposition of the McKenna 
duties, its class legislation in his reduction of income-tax and surtax, and 
his ‘hazardous plunge back to gold’ make very good reading. Of the other 
items, he applauds the widows’ pensions scheme, but thinks that the new 
insurance scheme is an unjustifiable further tax on industry already hit 
by the return to the gold standard. 

‘The postponement by the Government of its ambition to show itself 
in earnest in the field of social reform’, he says, ‘is indeed just one of 
the sacrifices which the Moloch of gold demands. You cannot combine the 
roles of Cromwell and the brothers Cheeryble.’ And he is driven to the 
conclusion that 


Mr. Churchill’s great but peculiar abilities are not well suited to the realms of 
finance. He has filled a large variety of public offices with (in the main) conspicuous 
success. His general reputation deserves, indeed, to rank far higher than it does, for 
his administration of the Admiralty has been most grievously misjudged. It is with 
tegret that we are disposed to write him down as one of the worst Chancellors of 
the Exchequer of modern times. 


By June storm clouds were gathering over the coal industry. New pits 
had been opened up in Yorkshire and the Midlands, while less remunera- 
tive ones in south Wales and Durham had been closing down. The new 
pits had drawn their labour from the surrounding country-side, leaving 
those men who had worked in the old pits unemployed. 

Obviously some organization to deal with this problem was needed. On 
4 July the Nation in its first note in ‘Events of the Week’ gave the un- 
employment figures week by week from 25 May to 22 June, and showed 
an increase of 100,000 in a single month. ‘Nor is there a ray of light on 
the horizon. . . . The most likely outcome is that unemployment will con- 
tinue to grow rapidly, until a big industrial conflict plunges us back to 
figures as bad as the worst of 1921.’ 

In his leader the same week Hubert discussed in detail the harm that 
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had been done to the coal industry by the return to gold. The Government 
had ignored the advice of the official Currency Committee and of Sir 
Josiah Stamp,! the man who ‘has a wider knowledge of economic questions, 
and a sounder judgement, than almost any other living Englishman’, 
‘Surely,’ Hubert pleads, ‘when men of his outstanding eminence say that 
if certain things are done, certain consequences will follow, when the 
things are done and the consequences follow, there should be some pre- 
sumption that it may not be absurd to attribute what has happened to 
what was done... .’ ‘No one has nicer feelings than Mr. Baldwin, no one 
is more public-spirited and disinterested. Unfortunately he seems incap- 
able of grasping the consequences of his actions, or the relation between 
one thing and another.’ . 

From now on events in the coul industry moved rapidly towards catas- 
trophe. The government, at their wits’ end to avert a stoppage, decided 
to put off the day of reckoning, and in August announced their decision 
to give a subsidy to the industry sufficient to cover the loss which the 
coal-owners calculated they would suffer by maintaining wages at their 
present level. This subsidy was to last until May 1926. At the same time 
they appointed a commission to consist of Sir Herbert Samuel? (Chairman), 
Sir William Beveridge, Sir Herbert Lawson, and Mr. Kenneth Lee* to 
examine the whole position and produce a workable scheme for the coal 
industry. The government, Hubert thought, showed a curious ‘lack of 
self-confidence’ in handing over a task which should have been undertaken 
by a sub-committee of the Cabinet to men who were likely to produce a 
scheme of far-reaching reforms which were not at all to their taste. 

Before the commission had finished its work both sides had hardened 
their outlook and were preparing for the coming struggle. The owners de- 
manded a big reduction in wages, a longer working day, and district 
settlements of wage rates. The miners’ leaders rejected the demands in 
toto. The miners might at that stage have come to terms over wages but 
the seven hours’ day stood for an advance in civilization which they were 
determined never to go back on, and a national settlement of wage rates 
was a part of the reorganization of the industry which they considered 
vital. In March the Coal Commission produced its report recommending 
a small reduction in wages—just half of what the owners were asking— 
the closing down of unremunerative coal-pits, a complete reorganization 
of the industry, and an end to the subsidy. They upheld the principle of 
national negotiation for wage rates but did not define very clearly the 
procedure for bringing it into effect. The government announced that they 
accepted the report of the Coal Commission, and would continue the sub- 
sidy for three months longer than they had originally decided. 

1 Later Lord Stamp. 2 Later Lord Samuel. 3 Later Sir Kenneth Lee. 
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The owners gave notice to terminate the existing wages agreement at 
the end of April, and by their decision to settle the new wage rates piece- 
meal, instead of on a national basis, hardened the miners into refusing any 
reduction of wages. The deadlock was complete when the T.U.C. an- 
nounced that they would support the miners by calling a General Strike. 
The government attempted some last moment negotiations with the 
T.U.C., but their intervention came too late. 

The coal-owners carried a heavy load of responsibility for their share in 
the negotiations which led up to the strike. They thought that a mixture 
of hard bargaining and bluff (although these tactics had failed some 
months before when a strike was only averted by the Government sub- 
sidy) would get them all they wanted from the miners. Hubert has a 
severe indictment of them in a leader which appeared two days before the 
strike. It ends with the following words: 


The mentality of the coal-owners constitutes a serious problem for which no solu- 
tion is to be found in the Report of the Coal Commission. On economic and tech- 
nical grounds, the case against nationalisation of any sort, or any grandiose plan of 
unification of the collieries, is in our judgement overwhelming. The best adminis- 
trative unit for coal production is comparatively small. But the attitude of the 
owners raises a serious doubt whether such considerations can be held to decide the 
issue. It is ceasing to be tolerable that we should have every year or two the threat 
of a general stoppage in the coal fields, entailing a serious blow to the national 
prosperity, imperilling the whole social order, and that our destinies on these occa- 
sions should be entrusted in effect to men so narrow, so obstinate, and so irrespon- 
sible as the owners appear to be. Doubtless, the owners are not really as bad as 
they seem under the present leadership of the Mining Association, which does less 
than justice to the capacity and insight of many of its members. But, unless more 
statesmanlike elements can assert themselves, it will be necessary to contemplate 
more drastic reforms than those sketched out by the Coal Commission. 


He also had something to say as to the responsibility of the government. 
In a leader on 22 May entitled “The Strike and Reputations’, after com- 
menting on the enormous prestige which the government had obtained by 
defeating the General Strike, he questions how far they, and in particular 
Baldwin, deserved their triumph. 


In the first place [he says] nothing that has since occurred alters the fact that the 
Government’s handling of last month’s coal negotiations was about as feeble and 
inept as it could possibly have been. . . . The outstanding fact of the pre-strike 
hegotiations was that from first to last no serious offer was ever made to the miners, 
no offer, that is to say, which was within the bounds of the Report, or which any 
friend could possibly have advised them to accept. . . . And so, when the stoppage 
began, we had the impossible demands of the owners, and the impossible intransi- 
gence of the miners, but no serious proposals whatever which anyone could point to 
@ basis of settlement. 


He wondered where Baldwin would have been if the T.U.C. had not 
played into his hand by calling a General Strike. 


‘ 
| 


20 EDITING THE NATION 


It was this that saved Mr. Baldwin [he says]. For how, if we had had a coal strike 
only, could his reputation have survived such a tremendous demonstration that 
all his honesty, goodwill and deep sympathy with the workers’ lot were futile with. 
out the harder qualities of capacity and grasp. 

He goes on to commend what he calls the government’s handling of the 
‘campaign side’ of the strike, but he criticizes their insistence on uncondi- 
tional surrender, and their rejection of all appeals for negotiations. 

To all these appeals [he says] the Government turned a sour eye and a deaf ear, 
trying indeed to suppress the Archbishop’s appeal. They insisted on unconditional 
surrender. They got it, and they got it after nine days. As a result the General 
Strike is certainly more decisively discredited than it would have been if the forms 
of negotiations had been gone through and the wasteful contest had not been un. 
necessarily prolonged. The Government’s wisdom appears to be completely vindi- 
cated and all those who pleaded for negotiations, the Archbishop and the Churches, 
the Cambridge dons, Mr Lloyd George and the Liberal Party, look silly in proportion 
to the emphasis with which they pleaded for them. If we had been able to bring 
out our special strike issue we should have looked rather silly too. We remain of 
the opinion that the emphatic refusal to negotiate was, in relation to the existing 
circumstances and probabilities, a rash and reckless step. 


It will always remain an issue as to whether their judgement was right or 
wrong. ‘But for our part,’ Hubert ends, ‘we shall never be sorry, on such 
an issue, to be proved wrong on the side of conciliation.’ 

So much for the fiasco of the General Strike. But the coal strike dragged 
on for another six months. In June the Government went back on the 
Report of the Coal Commission and passed legislation for an eight-hour 
day in the coal-mines. They had now definitely ranged themselves on the 
owner’s side in the dispute and had stiffened the miners in their resistance. 
Hubert commented on what he calls ‘Mr. Baldwin’s Qualms’ in a leader 
on 10 July, thus: ? 

Mr. Baldwin’s bad conscience is the explanation of the flounderings, the incon- 
sistencies, and the vacillations of the Government's policy for the last two or three 
weeks. Mr. Baldwin has been in fact defeated in his own Cabinet. He has been too 
weak to defend from some of his colleagues the working men who had genuinely 
placed their trust in him. . . . Two debates have been proceeding simultaneously— 


the debate between the Government and the Opposition, and the debate between 
Mr. Baldwin and his conscience. 


By the end of August the miners were starting to go back to work in 
the midlands where the comparative prosperity of the industry enabled 
the owners to offer tempting terms. The Miners’ Executive in consequence, 
fearing a collapse of the strike, agreed to reopen negotiations in the hopes 
that the government would put pressure on the coal-owners to accept 4 
national settlement. Baldwin made it clear that he would not intervene, 
and went off on his holiday to Aix-les-Bains. The owners were by now it 
such a strong position that they had only to bide their time. The miners 
drifted back to work in one district after another and by December the 
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strike was at an end. The owners had got their way, district settlements, 
longer hours, lower wages. Their victory was complete. Time had been 
on their side; for the miners’ only hope had lain in government inter- 
vention and the government had retreated step by step until their position 
was identical with that of the owners. 

I have gone into the Coal Strike and the General Strike in some detail, 
because they were the most outstanding economic events of the twenties, 
and give as good an illustration as any of Hubert’s outlook. 


From 1926 onwards he applied himself to the problems set by what he 
called the New Industrial Revolution, and the part that the government 
should take in solving them. 

The keynote of the Conservative Government’s financial policy was 
economy, in order to avoid increased taxation. Early in 1926 they cut 
down the State contributions to the Unemployment and Health Insurance 
Fund, and threatened to spend less money on education. Mr. Churchill 
placed £800 millions as the limit of Government expenditure. He either 
had to keep expenditure down or raise income-iax which he had reduced 
to 4s. in the £ two years before. Hubert tiiought this cheese-paring policy 
short-sighted, indeed disastrous. He pointed out that government expendi- 
ture if on the right things could do as much as private expenditure to 
promote prosperity and thereby increase the national revenue and the 
yield from taxation ; that a high level of direct taxation was not a cause 
of post-war depression, and that another 6d. on income-tax would not be 
what he called an ‘excessive ransom’ to pay for the maintenance of our 
education and public health services. In fact, ‘sound finance’ was as much 
of a bogy as ‘sound monetary policy’, and stood in the way of clear think- 
ing upon financial issues. He became convinced that the State would have 
to spend more, and not less, in future years. The important thing was to 
get the industrial machine working at full capacity. This could no longer 
be left to what he called the ‘blind forces of competition’. The State must 
be prepared to step in and play a part in organizing the economic life of 
the country. 

In a leading article on 27 November 1926 Hubert illustrated the change 
which had come over the industrial life of Great Britain since the war by 
imagining a line drawn across England from the River Severn to the 
River Tyne and noting the different conditions which prevailed on either 
side of it; to the left stagnation, to the right new development. The old 
exporting industries lay on the one side—coal, iron and steel, textiles, 
shipbuilding—while the new industries which were springing up—motor 
vehicles, artificial silk, electrical engineering, &c.—lay on the other. The 
depression was almost entirely confined to the north and west ; to the east 
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and south there was activity and progress. A new industrial revolution 
was in progress in which the old ascendancy of the industrial north wag 
being supplanted by the new ascendancy of the industrial south. And he 
ends up: 


Our economic life is shifting, we believe, from one sort of equilibrium to another, 
Our unemployment and our labour troubles represent essentially the difficulties 
and the pains of that transition. Those difficulties and pains are being aggravated 
unnecessarily in a great variety of ways by a general and obstinate failure to recog. 
nise that transition and to adapt ourselves to it. To organise and to direct that 
transition is to-day the central task of economic statesmanship. . . . It is, indeed, 
not easy to exaggerate the difference it will make in the sort of policy we shall 
pursue, and the sort of results we may expect, according as we envisage the problem 
in its true perspective or treat it as the national outcome of twenty years of indul- 
gence of trade unions, and extravagance in social reform. 


The following year he returned to the subject of the ‘Industrial Transi- 
tion’ and wrote a leader on the subject on 23 July 1927, in which he 
emphasized the unlikelihood that our basic industries would revive. 


It is high time [he says] to face the probability that the tendencies which are re- 
shaping our economic life have come to stay. This will mean facing some very 
formidable problems, the problem for example, of how to provide for the quarter 
of a million miners who are unemployed. 


And this led him, the following week, to a consideration of what the 
government could do to solve the problem. He defined the issue as 
economy versus development. 


Our great need [he says] is a policy of naiional development—the large-scale 
investment of capital in the building of roads and bridges, in the development of 
electrical power, in housing, town-planning, and replanning, afforestation and the 
like. Such a policy would fit in with the needs, the possibilities and the opportunities 
of the situation. It would provide employment for many work people directly, and, 
by the fillip it would give to almost every economic activity, indirectly for many 
more. It would, by absorbing our savings in greater degree in home investment, 
and thus diminishing the quantity seeking outlets abroad, provide the most efficient 
form of safeguarding against the possibility that our unsatisfactory balance of 
foreign trade may at any time lead to an adverse balance of payments, entailing a 
heavy outflow of gold and plunging our whole economic life into confusion. And 
finally, it would give us precisely the equipment which is called for by the changing 
technical and other conditions of the new age which has opened. Roads, electricity, 
garden cities, afforestation; these are among the most important of our capital 
needs to-day ; and they all depend on state policy. 


And he ends up by deploring the fact that the government is subordinat- 
ing development to economy, under the mistaken idea that high taxation 
is a major cause of our industrial troubles. 


The Liberal Industrial Inquiry had been carrying on its work for several 
years, and it published its report in book form at the beginning of 1928 
under the title Britain’s Industrial Future. It would take too long to give 
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a detailed account of the contents of the Yellow Book. It ranges over the 
whole field of British industry, describing existing conditions, examining 
the problems, and setting forth in detail proposals for dealing with them. 
Hubert was on the executive committee of this inquiry and had a good 
deal to do with the compilation of that part of the report which deals 
with national development. On 4 February 1928 he devoted a leading 
article to a comprehensive survey of the report. He said that its recom- 
mendations cannot be ‘crystallised into slogans’, but are nevertheless 
‘bold and challenging’. He drew attention to its proposals for a Board of 
National Investment, and for a reform of the national accounts. The first 
would ‘co-ordinate and pool the various capital resources which at present 
accrue in the hands of various government departments, and which is as 
shown much larger than is generally realised’, and would ‘mobilise the 
savings required for the programme of national development, and for 
public utilities of national advantage’. The second would, among other 
things, transfer the burden of Unemployment Insurance to the State and 
thus reduce the burden on the rates. 

The Yellow Book attracted much attention in the Press and in the 
House of Commons. Some of the Press comments are interesting as show- 
ing how far public opinion has travelled since those days. Hubert quotes 
a few of them in a leader on 11 February, of which perhaps the most 
entertaining is from the Daily Despatch: ‘Not even the members of the 
Committee of Inquiry can feel surprised should the followers of Karl Marx 
and the standard bearers of the Red Flag complain somewhat belliger- 
ently that practically every plank in their platform has been taken to 
bolster up the tottering Liberal grandstand.’ 

The economic plight of the export industries since the end of the war 
had gradually brought into being a new conception of reconstruction and 
reorganization. Hubert described this idea of ‘Rationalization’, as it was 
called, in a leader on 10 December 1927, thus: 


The affairs of an industry as a whole should be subject to conscious direction, 
and not be left entirely to blind, impersonal forces. At present in a traditional, 
competitive industry, the operation of the human intelligence is confined to the 
sphere of the individual business unit... . But all organisation and purpose cease 
the moment we step outside into the larger sphere of the affairs of an industry as a 
whole—the sphere in. which such vital questions are determined as the prices at 
which raw materials can be bought and products sold. Here blind forces rule with 
an absolute sway, and many, of course, prefer to have it so. 


‘Laissez faire,’ he says, worked adequately in the nineteenth century 
and ‘since it fitted in with the anarchical bias which lurks deep in every- 
one’s sub-consciousness, it acquired an almost religious sanctity.’ But 
now, when expansion in the export industries has had to give way to 
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contraction, even the ‘fundamentalism of the coal owners is yielding to 
the logic of events’. 

He sees a danger that a rationalized industry may pursue a policy which 
is to its own advantage while being detrimental to industry as a whole, 
and raises the question as to whether it may not become necessary to 
introduce some kind of public control to prevent this happening. But, 
nevertheless, however many difficulties rationalization might encounter, 
it was, he felt, the only way to set such industries as coal and cotton on 
their feet again. The cotton-spinning industry was copying the disastrous 
policy which the coal-owners had pursued two years before, and demand- 
ing lower wages and longer hours. Here, at any rate, Hubert thought the 
government had a duty to step in and pass an Act for the eight-hour day. 
They now appeared to accept the diagnosis of the economic disease, even 
to agree that something should be done about it, but when it came to 
action they became paralysed. | 

By 1929 public opinion was beginning to insist that unemployment 
should be tackled seriously, and to be prepared to admit that national 
development might be the way to deal with it. Hubert warned the govern- 
ment in a leader on 26 January 1929 not to neglect or ignore what was 
happening. 

The responsibility of Ministers is heavy [he says]. By restoring the Gold Standard 
in 1925 and passing the Eight hours Act for the Mines in 1926, they have contri- 
buted largely to the present volume of unemployment. By taking the latter step, 
a step which involved the displacement of hundreds of thousands of miners as a 
certain consequence, they assumed a moral obligation to do all that lay within their 
power to stimulate a compensating demand for labour, and they have shown no 
sense whatever of this obligation. More than a year passed, a year during which the 
Road Fund was raided for a second time, before they began to admit the existence 
of a transfer ‘problem’ calling for special treatment. Another year has gone and 
they have done no more than ‘potter about’ with the problem, to use an old phrase 
of Mr. Baldwin’s own. For this record a reckoning awaits them which no eleventh 
hour repentance can enable them to escape. 

The day of reckoning came surely enough. In May 1929 the Conserva- 
tives were swept out of office and a second Labour minority government 
under Ramsay MacDonald took its place. The Labour Government took 
the problem of employment seriously. It created a Ministry for Em- 
ployment, but its efforts to deal with the problem were hampered by the 
financial situation. Gold was moving steadily out of the country and in 
October of that year the bank rate had risen to 6} per cent. When Snowden, 
the Chancellor of the Exchequer, announced that he intended to hold an 
inquiry into banking and credit policy, Hubert welcomed it. ‘It will not 
do,’ he says, ‘to proceed in the dim twilight of hazy understanding that 
has prevailed in recent years.’ It was important, he thought, that the 
policy of the government and the policy of the banks should not be at 
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cross purposes. The government could do much by pressing forward with 
schemes of national development to give trade ‘a stimulus sufficient to 
overcome the discouragement of dearer credit’. 

A few weeks before he left the Nation Hubert created what was de- 
scribed at the time as a minor political sensation by writing a leading 
article giving long and closely reasoned arguments against repealing the 
McKenna duties, a measure which it was natural that Snowden, whose 
mentality was that of a Liberal Free Trader, should bring in. I quote a 
passage from it because it illustrates Hubert’s own particular conception 
of the relation between economic theory and practical affairs. 


Now it is surely to misconceive altogether the place of principle in economic 
affairs to suppose that you ought to do things in deference to it which are likely to 
be mischievous in their results. It is absurd to claim for economic principles the 
dignity of categorical imperatives. Their whole purpose is, or should be, to indicate 
generally what you should do in order to obtain good results ; and it is the sheerest 
pedant~- *~ suppose that it is in some way virtuous to follow them when you recog- 
nize that they will produce bad results. There is, indeed, one principle, above all 
others, which is at present unduly neglected in our economic statesmanship, namely 
the principle that policy should be related to circumstances. It would be at least 
as ill-judged to repeal the McKenna duties in 1930 in deference to Free Trade 
principles, as it was to restore the Gold Standard in 1925 in deference to sound 


money principles. 


I have tried to give a picture of political and economic life at home 
during the twenties, as it appeared to people living at the time, but an 
account of Hubert’s editorship of the Nation would not be complete with- 
out an attempt to describe the much more complicated situation abroad. 
In the light of subsequent events, and of all that has been written on the 
situation in Europe in the inter-war years, it is very difficult to realize 
how things looked in 1923, when France stood predominant in Europe, 
when Germany was a newly fledged republic with as yet untried demo- 
cratic institutions, and when the League of Nations was the embodiment 
of all the aspirations of a generation which had fought a war to end war. 

In spite of her strength, France was haunted by the fear of Germany, 
but at the time it seemed at least as likely that a strong democratic 
Germany within the League of Nations would do as much to satisfy 
France’s demand for security as any hidebound treaties. This was the 
line which Hubert took in the Nation, though he himself wrote compara- 
tively little on foreign affairs. Maynard Keynes wrote continuously on 
the subject of reparations, on which he was the recognized authority, and 
Walter Layton and Sir Arthur Salter wrote on the same subject. The 
work of the League of Nations was under continuous review by such 
writers as Professor Gilbert Murray, Lord Cecil, Mr. Lowes Dickinson, 
Professor C. K. Webster, Professor Noel-Baker, and many others 
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representing all shades of League opinion. Mr. Robert Dell, the Nation’s 
correspondent in Paris, wrote detailed accounts of the ever recurring French 
political and financial crises. Hubert himself was very much preoccupied 
with the question of disarmament and he felt particularly strongly the 
folly of a naval armaments race between Great Britain and America. 

In August 1928 the Kellogg Pact—a great gesture of peace—was signed, 
but in a leading article that autumn, on the international outlook, Hubert 
showed himself very concerned at the lack of any signs of an agreement 
about disarmament. 


While no real progress has been made since Locarno [he says] with the liquidation 
of the Franco-German quarrel, the seeds of new discords are being sown in many 
parts of Europe. ... Each country explains that its need for ‘security’ compels it to 
be intransigent. We give our need for security as our reason for rejecting the 
American proposals for cruiser limitation. ... The French put forward the argument 
of ‘security’ on every possible occasion. Nowhere does there seem to be any vivid 
understanding that the national security is endangered if the cause of international 
agreement fails. [And he goes on] We are living in one of those breathing-times 
which always follow a great, exhausting and decisive struggle when, Leagues of 
Nations and Kellogg Pacts apart, we are free from any imminent menace to the 
world’s peace. But this mere breathing-time security will diminish year by year, 
as the war recedes. We cannot afford, therefore, to stand still with the work of 
organising peace. We must either make real, substantial and steady progress, or 
slip backwards into a situation in which wars will once again become ‘inevitable’, 
We are running a race against time. 


This ‘breathing-time security’ was indeed short-lived. By the irony of 
fate the mood for disarmament did not come until the opportunity had 
passed and circumstances demanded something quite different. In a lead- 
ing article, from which I have quoted earlier, Hubert speaks of ‘the prin- 
ciple that policy should be related to circumstances’. This principle was 
always in his mind. The question of timing was of the utmost importance, 
and it was just the question of timing which presented difficulties to a 
democratic régime, and placed it at a disadvantage vis-a-vis a totalitarian 
state. Throughout all his writing in the Nation, but especially in inter- 
national affairs, there breathes a sense of urgency. 


I have tried to give a picture of Hubert’s work for the Nation ; what he 
set out to do and how he did it. But how far was he successful? There is 
no doubt, I think, that the new ideas on economic policy which he put 
forward week by week came to sink deeply into people’s minds. In a 
parliamentary debate on the general economic situation in 1928 the 
speeches on both sides of the House reflected to a remarkable degree the 
diagnosis of the problem which the Nation had long been advancing. Not 
only in Parliament but in influential circles in the Government, at the 
universities, and in the Press, Hubert’s articles were keenly read and much 
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quoted. In a letter to the Manchester Guardian after Hubert’s death, 
Lord Simon of Wythenshawe wrote: ‘the Editor of the Manchester 
Guardian, Edward Scott, told me that he looked forward week by week 
to Henderson’s articles in the Nation, and that he constantly found them 
to be the most important influence in forming his own policies.’ 

But though Hubert undoubtedly exerted a great influence in the Nation 
on responsible economic opinion, it cannot be said that he materially 
affected government policy during, or in the years immediately following 
his editorship. Throughout most of this time, of course, the Conservative 
Party dominated policy, and the Conservative Party then, unlike today, 
was opposed to most ideas of governmental intervention in the economic 
field, whilst the Liberal and Labour parties failed to combine together, as 
Hubert had hoped and urged them to do, for the purpose of forming a 
strong left-wing alternative government. It is difficult not to conclude 
that Hubert’s far-reaching economic proposals might have been achieved 
if only his much less ambitious political ones had been implemented. But 
it needed another 20 years and the cataclysmic effect of a Second World 
War before a government was returned to power which put into practice, 
though by methods not altogether his, the idea of a ‘controlled economy’ 
which underlay so much of his work at the Nation. 
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THE ECONOMIC ADVISORY COUNCIL AND THE 
GREAT DEPRESSION 


By SIR PIERS DEBENHAM 


In 1928 Hubert Henderson had made a considerable contribution to the 
Liberal Yellow Book—Britain’s Industrial Future—acting in this matter, 
as in all others at that time, as Keynes’s partner in the advocacy of econo- 
mic reform. That book had recommended changes in the machinery of 
government on its economic side, disguised as a proposal to create an 
Economic General Staff. ‘It is a vital need for a modern state to create a 
thinking department within the administration, at the elbow of the inner 
ring of the Cabinet, which shall warn ministers of what is ahead, and advise 
them on all broad questions of economic policy.” This thinking depart- 
ment was to consist of a committee of the permanent heads of the main 
economic departments, including the Treasury, sitting under a Chief of 
Staff, whose was to be a new appointment, and it was to advise a Cabinet 
committee on economic policy. An arrangement very like this was in fact 
adopted at the outbreak of war, with Lord Stamp as an unofficial and part- 
time Chief of Staff. One weakness was then demonstrated ; for Lord Stamp 
and the Permanent Secretary of the Treasury had to preside jointly at all 
meetings of the official committee. There was, too, a danger ost so powerful 
a body of officials might seem to entrench upon the j:n<ttcns of ministers. 

The election of 1929 brought a Labour Government into office, but left it 
depending on Liberal support. It was natural that the Liberal proposal 
I have described should attract attention ; and the subsequent experience 
I have quoted may suggest what reasons led Mr. Macdonald and his 
advisers not to adopt it, but to set up a quite different sort of body, though 
one which might equally be held to meet the need of a thinking department. 
This was the Economic Advisory Council, formed in January 1930, and 
consisting of ministers who might have sat on an economic policy com- 
mittee of the Cabinet, together with a number of eminent individuals 
unconnected with the government service, under the chairmanship of the 
Prime Minister. Hubert Henderson became, first, assistant secretary, and, 
after Mr. Tom Jones had retired, joint secretary to this body. Notwith- 
standing the terms of the relevant Treasury minute, he alone on its staff 
could speak as an established economic authority. He held this office till 
the spring of 1934, when he became a resident Fellow of All Souls. 

The Economic Advisory Council did not prove a success. It might have 
done so had ministers been prepared to consult it on measures actually in 


1 Britain’s Industrial Future, 1923, p. 116. 
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preparation; but from this they recoiled as likely to prove politically ~ 
embarrassing. Though it was never dissolved, its sittings ceased in the 
summer of 1931. After the change of government that August there were 
only committees of the Council, sitting without ministers and reporting to 
the Prime Minister, especially one under Lord Stamp which reviewed the 
economic situation, and continued in being till the war. Henderson 
continued to sit on this committee when he had ceased to be its secretary. 

For the four years Henderson was at Whitehall Gardens, which were the 
catastrophic years of the Great Slump, what he wrote was seldom intended 
foran audience of economists. Throughout that time he had in mind practical 
decisions, and he used the kind of arguments that might appeal to men 
of affairs. Yet this did not involve for him the sacrifice of his usual mode ; 
he preferred the simpler tools of his trade, and to appeal, in his own words, 
to ‘those truths which are so obvious that we hardly notice them, which 
are so indisputable that we seldom examine them, which seem so trite that 
we are apt to miss their full significance’.' 

Some of his studies were on the borderland between economics and 
politics. Indeed Henderson regarded it as part of the equipment of an 
economist to be aware of the association of economic trends, such for 
instance as that between a falling price level and rising tariffs, which occur 
because economic events affect public opinion, public opinion government 
action, and government action in its turn has its influence on economic 
events. As an example of his reasoning in this style I may instance a 
singularly successful prediction which he made in 1932. 

The circumstances were as follows. The British suspension of gold 
payments in September 1931 and the ensuing depreciation of the pound 
had been disastrous to the countries that had neither imitated it nor 
insulated themselves from the international movements of funds by 
exchange control; for the convertibility of even the most strongly based 
currency was no longer taken for granted, and monetary authorities 
everywhere had to pay regard to the repercussions of their actions on 
external financial opinion. Surprisingly enough this obligation proved 
especially inconvenient in the United States ; for, though American external 
liabilities were small in comparison with her massive gold reserve, a very 
considerable part of that reserve was immobilized as cover for the note 
issue, because there was an insufficient offer of bills eligible to serve in that 
capacity. The Federal Reserve Banks could not then hold government 
securities against their note issue. In these circumstances an external 
drain of gold could have had the same exaggerated consequences as under 
Peel’s Bank Act here. The author of that impossible measure had justified 
it on the ground that in an emergency men would be found to do their 


1 Henderson, Supply and Demand, p. 3. 
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duty—by disregarding it. Such a paradoxical view of law was incom- 
patible with American traditions and institutions; the relief which the 
situation demanded had to be found by legislation. Throughout the last 
quarter of 1931, therefore, when there had been a fearful slaughter of 
American banks, the Federal Reserve System had been condemned to a 
relatively unconstructive part. The Glass-Steagall Act, however, which 
made United States Government securities available as cover for the note 
issue, was passed into law early in 1932. It had the effect of increasing the 
uncommitted gold in the possession of the Federal Reserve Banks by some 
eight or nine hundred million dollars, on the strength of which in April 
1932 they began open-market purchases of government securities on a scale 
that might well have been decisive twelve months before. The Recon- 
struction Finance Corporation was also established at the same time as 4 
government agency, to support solvent institutions by the purchase of 
good but unmarketable assets. 

Henderson’s assessment of what was to be hoped from this change of 
front, written, I think, at the beginning of May 1932, was unhopeful but 
remarkably exact. He describes the economic factors making for depres- 
sion and ‘the psychological condition of profound and despairing gloom in 
which the American business world is piunged.... It is against this gloomy 
and threatening background that the Federal Reserve Bank Authorities 
have launched their policy of the systematic purchase of Government 
Securities at the rate of 100 million dollars a week.’ He traces out the 
beneficial effects of this policy; but notices that it can succeed only 
gradually; there may therefore be a temptation to ‘throw orthodox 
financial principles to the winds and embark on lavish schemes of public 
expenditure’ which would have ‘a more direct effect on trade activity than 
can be brought about by an abundant supply of bank credit’. At this 
point he introduces the theme of a distrust of the dollar, not confined to 
foreigners but spreading ‘from the continent to the American public’. 
He then proceeds: 


Indeed, the mere pursuit of the policy of credit expansion to lengths which were 
regarded as eccentric and unsound might conceivably be sufficient to induce such 
a flight. It may thus be that the American authorities are confronted with the 
dilemma that any action which they take which is sufficiently moderate not to cause 
alarm as to the dollar will be inadequate to affect trade and prices, while action 
powerful enough to raise prices would first entail general alarm as to the dollar. 

If at any time a serious flight from the dollar were to begin, it is probable that the 
Federal Reserve authorities, in an endeavour to restore confidence, would reverse 
their present policy of credit expansion. If they were supported in this course by 
the Administration and by public opinion and were to succeed thereby in checking 
the flight, the position would then be that the policy of organized reflation would 
have been abandoned as a failure, and the American people would have no prospect 
before them but that of an indefinite continuance of progressive deterioration. 


It 

a p! 
to € 

gold 

Jur 

itie 

doll 
an: 

but 

in 

free 

was 

det 

stal 

é pro 
het 

exp 

doll 
golc 
suc! 

owr 

T 

atte 
guis 

mer 

the 
gav 

T 
acti 
whe 

wa) 

det 
cou: 

ado 
que 
and 
nill 


SIR PIERS DEBENHAM 31 


It may be doubted, however, whether the American people would for long tolerate 
a prospect so unilluminated by hope; and in these circumstances an early reaction 
to extreme and desperate measures of public expenditure would be by no means 
unlikely. It is necessary, therefore, to contemplate the possibility, although it seems 
at present remote, that a flight from the dollar may acquire such momentum as to 
become uncontrollable, with the result of driving the dollar off gold despite the strong 
gold position of the United States. 


It is interesting to compare these forecasts with the event. In May and 
June the degree of credit expansion to which the Federal Reserve author- 
ities had seemed to pledge themselves did promote a serious flight from the 
dollar, though I do not think that Americans themselves joined in it on 
an appreciable scale. In July the Federal Reserve authorities did suspend 
but not reverse their policy of credit expansion before it had borne fruit 
in a revival of confidence ; one compelling reason was that the margin of 
free gold had by then been much diminished. For the rest of that year there 
was what may well have seemed ‘an indefinite continuance of progressive 
deterioration’. And in March 1933, when President Roosevelt was in- 
stalled, it was clear that the American people would no longer ‘tolerate a 
prospect so unilluminated by hope’. They surrendered themselves to 
heterodox policies in which ‘extreme and desperate measures of public 
expenditure’ played their part. There was then a domestic flight from the 
dollar, which was, however, readily checked by prohibiting the export of 
gold except under licence ; but rather than be perpetually embarrassed by 
such runs, the American authorities abandoned the gold standard of their 
own volition without being forced thereto in any way. 

The kind of analysis which Henderson here carried through is often 
attempted : indeed it is the essence of financial journalism. What distin- 
guished him was the care and accuracy with which he framed his argu- 
ments. In this he was naturally assisted by his familiarity, not merely with 
the processes of economic analysis but with the occasions in history that 
gave that analysis point. 

There was, however, a second side to his analytical equipment. The 
actions of every government must always be defensible in debate; for 
whatever the constitutional position, no government can afford to appear 
wayward, partial, or unprepared. The requirements of this debate help to 
determine policy. Henderson had a wide and accurate knowledge of the 
course of British political history in the nineteenth century, of the positions 
adopted by each party in relation to what used to be called the great 
questions of the day, of the necessity each was under of defending its 
position with arguments compatible with those it had used elsewhere, 
and of the speeches actually made by statesmen. Arguments, indeed, must 
be plausible as well as consistent. He would say ‘when there are two 
million unemployed it is no use arguing that men put out of work by 
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foreign imports will find it again in making exports. People quite capableof 
entertaining an abstract argument simply will not believe you.’ Indeed, it was 
the varying plausibility of arguments against a changing background of fact 
that was largely responsible for the changing bias of government policy, 
If Henderson had ever treated comprehensively the interaction between 
the requirements of debate and the actions of government, public opinion 
would probably have appeared as having the sort of relation to surrounding 
circumstances that is suggested by the following words of his, which I 
reproduce from fallible memory of a conversation in the early thirties, 
‘It has always seemed to me characteristic of public opinion in our own 
age to be attached both to the idea of internationalism and to that of 
planning, or controlling, economic conditions ; that is to say, I have found 
that any argument based on an appeal to either of these ideas readily wins 
assent. Now, they are quite incompatible ideas, because as things are, the 
controlling or planning body is bound to be the national state. I have 
long wondered whether these two attachments of public opinion would 
come into open conflict in our time.’ I should add that public opinion here, 
as elsewhere, is not the opinion that is measured in polls and decides 
elections, but that of men of judgement and influence—‘not just anyone, 
but people you have always regarded as being sound’. And this world of 
opinion was influenced by individuals to only a minor degree ; ideas are 
always ‘in the air’, perhaps suggested to sensible men by the frustration 
of earlier attempts to apply incompatible precepts to stubborn fact. For 
sound and sensible men were in his view far from infallible; they closed 
their minds to the inevitable if it was also inconvenient, until eventually 
‘the silly Jugginses’ would ‘now find’ that it happened just the same. 


The greater part of Henderson’s contribution to debate fell, none the 
less, within the conventional boundaries of economic discussion. The 
familiar features of the background were the decay of our staple exporting 
industries, the slump in which began in 1930, the destructive international 
financial crisis of 1931, and the St. Martin’s summer this country enjoyed 
after 1933. During all these vicissitudes there was unemployment, at some 
times and places, indeed, compatible with a reasonable assurance of work, 
at others involving a collapse of local powers of social recuperation. It was 
also a time of bitter monetary controversy, as most times have been. 
These circumstances selected his subjects for him. As a preface to his 
treatment of them I would like to set his assessment of the place of the 
slump in history, reached in September 1930—early enough, that is, to have 
some claim to be a prediction. 


For my part, I believe that the period through which we are passing is an excep- 
tionally critical period, and that there are immense dangers latent in the situation 
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which economists ought to be the first to appreciate and to emphasise. I suspect 
that the present slump will be known in history as the Great Slump, that it will 
prove more prolonged and more severe than even the most pessimistic of us like to 
admit as probable, and that it will put to a most searching test everything that is 
unstable, makeshift and unsound in the economic arrangements which obtain in 
Great Britain and throughout the world. 


Henderson always allowed monetary influences high rank among the 
causes of economic events. He had maintained in the Nation that the 
return to gold payments at the old parity was a contributory cause of such 
economic troubles as we had experienced in the late 1920’s, and he adhered 
to this view tenaciously, as was his habit. He had long taken sides with 
those who believed that monetary remedies could be used to smooth out 
the trade cycle ; and he attributed great weight to the monetary explana- 
tions propounded for the slump of 1929: ‘The causes of the world depres- 
sion’, he wrote in 1930, ‘are I believe mainly of a monetary kind, that is to 
say, the supply of credit throughout the world has not been as large and 
money rates have not been so cheap as industrial conditions rendered 
appropriate.’ Writing more deliberately at the end of 1933 he suggests 
that the period from 1924 to 1929 ‘was governed by the existence of 
inflationary influences’, connected with speculation and foreign lending, 
‘with underlying deflationary conditions.’ The latter ‘had their roots in 
the distorted balance of international payments, arising from the war, 
from reparations and war debts, etc.’ ‘In 1929... the weight of the super- 
ficial influences which had now become deflationary was added to that of 
the underlying deflationary factors. That . . . was the reason why a com- 
paratively moderate type of boom was followed by a depression of unpre- 
cedented severity and range.’ 

The implication of this last sentence is that boom and slump are dis- 
placements from equilibrium comparable with those of a swinging pendu- 
lum. Such in fact was Henderson’s view. The momentum of the pendulum 
was represented by the cumulative character of the forces making for 
recovery or depression. This is a phrase to which he often returned, and 
its imprecision was deliberate. 1i comprehended the amplification of 
demand in response to the expenditure of increasing incomes, the inter- 
actions of growing consumption and investment, the reinforcement of 
speculative enterprise by success, and the corresponding relationships for 
recession. Comparable with the force of gravity that returns a pendulum 
towards its position of equilibrium, there was the expansion in the demand 
for money during a boom and its contraction in depression, working 
within a framework of relatively rigid supply ; and the effect was to produce 
the well-known tendency for interest rates to rise in a boom and to fall in a 
depression. 
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The point of equilibrium round which oscillations occurred was not to be 
thought of as fixed. Monetary correctives only made themselves felt whe 
the momentum of recovery or depression had led to a disproportionally 
high, or low, level of investment. If there was a persistent decline in th 
demand for saving, the fall in interest rates in a depression occurred 
sooner, and the rise during a recovery occurred later, than would other. 
wise be the case ; if there was a persistent expansion, the case was reversed, 
As in all other cases of equilibrium reached through market prices, the 
chain of causation was from market events, through a new expectation 
of what the normal price would be, to appropriate changes of behaviour 
on the part of those who save and those who borrow. Readers of his Supply 
and Demand will recall that Henderson did not regard the supply of ultimate 
factors of production as very responsive to changes in price; and it was 
natural for him to look to demand to provide the necessary flexibility. 
‘There cannot therefore be a chronic tendency towards excessive saving’, 
he wrote in 1933, ‘for, if there were, the rate of interest would fall steadily 
towards zero and, while it may be arguable that people would still save 
on a large scale even if they could only obtain a negligible return by doing 
so, it is not open to reasonable doubt that a trifling rate of interest would 
stimulate a vast additional demand for capital goods’. He mentions houses 
in particular as something ‘the demand for which would be very greatly 
increased if money could be borrowed on very easy terms’. Later he rather 
modified this opinion. 

Henderson used to refer to the views paraphrased above as the orthodox 
theory of saving ; and he developed them in papers directed against under- 
consumptionist heresies. The paper of 1933! I have quoted from reasserts 
the self-righting nature of progressive economies in face of the many doubts 
to which the slump gave rise. A second paper, read to the Marshall Society 
in May 1936, is a criticism of Keynes’s General Theory, or rather of those 
parts of it that are incompatible with the orthodox theory. The following 
passage bears on Henderson’s own views: 


Orthodox economic analysis draws a clear and surely useful distinction between 
long period and short period problems. The actual movements of t’ rate of interest 
are determined by the relations of demand and supply in what is sometimes called 
the capital market. Orthodox economic theory asserts that the fundamental factors 
that lie behind supply and demand in the capital market are savings and investment. 
This does not mean that they are the only factors that are ever operative. It is 
indisputable that the supply side of the capital market can be influenced by changes 
in the quantity of money and by a large range of factors which Mr. Keynes attempts 
to sum up in his concept of liquidity preference. But the orthodox position is that 
these latter influences are necessarily transient. If they cause the rate of interest to 


1 Henderson read a paper based on this to the Royal Society of Arts on 17 March 1937; 
it was entitled ‘The Displacement of Labour by Machinery’ and was published in the Journal 
of the Society of 14 May 1937. 


dive 
func 
cons 
bacl 
volv 
of ir 
I de 
the 
Int 
| Nat 
of ¢ 
| nor 
T 
vier 
anal 
inco 
of v 
ceas 
pen 
stoc 
| thar 
the 
: I 
cha: 
amc 
the 
He 

we | 
whi 
| boo 
whe 
| inte 
con 
| atti 

: 
ther 
| like] 
| excl 
| sion 


SSION 


not to be 
lt when 
‘tionally 
e in the 
ccurred 
1 other. 
>versed, 
ces, the 
-ctation 
haviour 
Supply 
Itimate 
it was 
cibility. 
aving’, 
teadily 
ill save 
y doing 
would 
houses 


SIR PIERS DEBENHAM 35 


diverge materially from the level which is appropriate to the relationship of the 
fundamental factors, a tendency either towards rising prices and boom or towards 
falling prices and depression will be set in motion; and these tendencies will entail 
considerable changes in the demand for money which will send the rate of interest 
back towards its equilibrium position. This is a perfectly clear position which in- 
volves no inconsistency and which is supported by the facts relating to the movements 
of interest rates in times of good and bad trade. 


I do not know whether Henderson was right to call ail this the orthodox 
theory. There is an obvious debt to Cassell’s Nature and Necessity of 
Interest, a book which, like Bagehot’s Lombard Street and The Wealth of 
Nations, had impressed itself vividly on his memory ; but I suspect a touch 
of originality in his appeal to Marshall’s distinction between market and 
normal prices. 

There was one respect in which he felt a modification in the orthodox 
view was required. The quotation is again from his 1933 paper: 

The assumption that underlies the orthodox argument, and also most monetary 
analysis, is that individuals devote to the purchase of goods and services their 
incomes less a certain proportion which they save. But as regards large numbers 
of well-to-do persons in the United States, this way of looking at things is rapidly 
ceasing to correspond to reality. Capital profits may go to swell the volume of ex- 
penditure in years of rising stock values, while when the tide turns round on the 
stock markets, expenditure may be curtailed as the results of capital losses far more 
than the reduction of income, in the ordinary sense of the term, warrants. 

In Great Britain too the distinction between capital and income has lost much of 
the precision and sanctity which formerly attached to it. 


I used to argue with him that if people’s expenditure is affected by 
changes in the value of their capital, it is also influenced by its absolute 
amount, which is greater the lower the rate of interest: and that some of 
the adjustment to a fall in interest rates is therefore on the side of supply. 
He would answer that the behaviour I was supposing was ultimately 
incompatible with the distinction between capital and income, neglect of 
which must seem sinful to sound and sensible men; they might be bam- 
boozled by talk of capital profits, but would recognize living off capital for 
what it was. 

Later, at Oxford he and some of his colleagues conducted an inquiry 
into the attitude of business men to changes in the rate of interest. As a 
result he rated lower the power of cheap money to stimulate demand for 
savings. As the position of the rate of interest as a determinant of economic 
conditions seemed to be established by experience, he tended thereafter to 
attribute greater significance to its influence on supply. 

A generation ago [he wrote in 1938 for his introduction to the study in question] 
there was much discussion of the question whether a fall in the rate of interest was 
likely to increase or decrease the volume of saving. ... Discussing the question 


exclusively in terms of the ability to save and the incentive to save, . . . the discus- 
sion ended in a prevailing agreement that the effect of a change in the rate of interest 
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on the volume of saving was about as likely to be in the one direction as in the other, 
and was not likely to be important in either case. The perspective of this question 
is changed when we take account of the effect of the rate of interest on security 
prices, and remember that saving is the obverse of spending. There are substantial 
grounds for believing that an important section of the public spend more freely when 
stock exchange prices are rising. Moreover, although at first sight this would appear 
to be an essentially transitional influence, i.e., associated with falling rather than 
with low interest rates, it is not unreasonable to suppose that the habits of more 
extravagant expenditure engendered in the times when prices are rising, may become 
settled and persistent if they are not interrupted by a subsequent stock exchange 
slump. Thus it seems probable that the convenient old fashioned assumption that a 
lower rate of interest will check saving, and vice versa, is more soundly based than 
economists have felt able to assume during the past generation. 

I think Henderson had shared to some extent the hopes entertained 
before the Great Slump that the violence of industrial fluctuations would 
be lessened by the co-operation between central banks recommended at the 
Genoa conference, and that results would follow from the Federal Reserve 
System’s experiment in price stability. In any event, the proposal that 
he elaborated most carefully in the slump was one for international mone- 
tary co-operation. 

The proposal in question was for an issue of international notes, which 
he referred to as ‘reflaters’, by the Bank for International Settlements. 
Most of the issue was to be advanced to participating governments to use 
as they chose, on condition that they should treat the reflaters as in all 
relevant respects equivalent to gold, that they should abandon exchange 
control and fix the value of their currency in terms of gold, and that they 
should undertake to repay the advances in question if gold prices returned 
to the level of 1928. The amount of each advance was to be determined by 
‘some criterion of economic importance’—for instance, the value of each 
country’s export trade. In addition the Bank was to retain a proportion 
of the issue for use more in accordance with the precepts of national central 
banking. The advances were to amount to half the value of world trade 
in 1928. 

This proposal of his dates from May 1932; a variant of it was propounded 
by Keynes, who was free from the restraints of an official position, in 
articles in The Times in March 1933 ;? it has an obvious affinity with the 
schemes discussed at the founding of the International Monetary Fund. 
Even when Henderson first made his proposal the idea was not new ; as he 
discovered later, there had been discussion of an international note issue 
at the founding of the Bank for International Settlements. His initiative 
has to be judged by whether the remedy was appropriate when he made it. 


1 Published in Oxford Economic Papers, No. 1 (old series). The passage here quoted is 
from an earlier draft; but it is there reproduced in part on page 12. (The article has been 
reprinted in Oxford Studies in the Price Mechanism, edited by T. Wilson and P. W. 8. 
Andrews.) 

? Mr. Harrod refers to these articles in his Life of John Maynard Keynes, pp. 442-4. 
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When he came to give his proposal its final shape he clothed it with an 
argument of great intrinsic interest, which owed much to Bagehot. He 


began by drawing a parallel: 


The financial crisis is international, not merely in scope but in character. Its 
essential aspect, that is to say, is not the fact that something in the nature of an 
international financial crisis, or at least a widespread condition of financial apprehen- 
siveness, exists in every country at the present time. The vital point is that the 
crisis is primarily one of international financial relations. The soundness, not so 
much of financial concerns, but of whole countries, has aroused distrust. There has 
followed a ‘run’ upon those countries by the outside world, which has driven them in 
effect to close their doors. Distrust has then spread to other countries, believed to be 
heavily involved in their failure. The ‘run’ has been transferred to them until they 
too have been forced to do something analogous to closing their doors. 


This is ‘an essentially new phenomenon’, even though one which might 
have disturbed the course of Victorian monetary history. ‘It is worth 
recalling that the central theme of Bagehot’s Lombard Street, that classic 
description of the London money market, was the latent danger of a run 
upon London, and the inadequacy of the then Bank Reserve as a safeguard 
against this danger’, and he quoted from Bagehot the phrase: ‘We may 
reasonably presume that in proportion as we augment the deposits of cash 
by foreigners in London, we augment both the chances and the disasters of 
a “run” upon England.’ These dangers had never materialized. 


Nor was it merely that London succeeded in difficult times in maintaining her own 
solvency. She used to assist in maintaining solvency elsewhere by large shipments of 
gold to centres of financial crisis, drawing gold in her turn from centres which were not 
affected. The familiar descriptions of London as the world’s banker, indicate, that 
is to say, a real and important function which, until the present crisis, London never 
failed to discharge. 

It is of the essence of the present world difficulties that it became impossible for 
London to continue to discharge that vital function, and that no other centre has 


been willing and able to discharge it. 


After reviewing our vulnerability in respect of advances to Germany, 
and of the deposits we had accepted from the Continent during the post- 
war inflation, he turns to the consequences of our suspension of gold 
payments. ‘From a purely national standpoint,’ this ‘has had many 
advantages’. 


But it has also increased the consciousness of the instability of international financial 
relations. The psychological effect in the outside world of the fall of sterling was 
profound. No one has been able to feel quite confident since it happened of the 
security of any currency in the world; and this general lack of confidence serves to 
render precarious even currencies like the dollar which are impregnable against a 
purely external drain. This makes it impossible for the United States, and perhaps 
for any single country to step into the breach and to discharge the functions of a 
world banker by advancing money to embarrassed countries. 

There thus exists to-day a condition of international financial distrust which 
reacts upon international trade in essentially the same way as an internal financial 
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crisis reacts upon internal trade. Every country is in the position that either there 
has been a run upon it which it has failed to sustain or that there may at any moment 
come a run upon it including a flight from it by its own citizens. To each country, 
therefore, a favourable balance of payments appears a vital necessity, just as a liquid 
position is essential to each financial concern in an internal crisis. If it has not got a 
favourable balance it must seek to create one; if it already has one it feels bound to 
do all it can to preserve it and to strengthen it. 


He then comes to the need for an international remedy. 


A clue to the type of action which might be effective may be found by pursuing 
further the analogy of the old-fashioned internal financial crisis. In London, during 
the nineteenth century, a technique for allaying incipient financial panics was 
evolved, as the result of the teachings of experience. The cardinal principles of this 
technique were two-fold: 


(1) That, at a time of crisis, the Bank of England should lend not less freely, but 
more freely, to all borrowers who could offer security that was normally 
sound. 

(2) In order to make the above possible, that the Bank of England should be 
authorised, in case of need to issue additional notes. 

Both the above principles were invoked in the solution of every serious financial 

panic in the last century... . 

The question thus arises whether similar principles could be applied in the solution 
of our present international difficulties. It would be much easier to organize effective 
international assistance to embarrassed countries, if some means could be found of 
securing at least a temporary increase in the supply of the means of payment available 
for the discharge of international obligations, which would also serve as a safe basis 
for internal credit expansions. ... A supply of internal legal tender, which may be 
fully adequate for the needs of the public under normal conditions of confidence, 
may be wholly inadequate when confidence is badly shaken and everyone is en- 
deavouring to obtain payment of what is due to him. Similarly, a world supply of 
monetary gold which may be fully adequate for the needs of international trade 
under normal conditions of confidence may be quite inadequate under conditions of 
international distrust and disequilibrium such as now prevail. 

At this point he introduced the proposal already described, though with 
one or two important modifications. Its subsequent fate was not sufficiently 
encouraging to convince him that the minimum common action then needed 
to re-establish an international gold standard could be secured. 

In September 1933, before the then depreciating American dollar had 
been re-established at a new gold parity, which occurred in January 1934, 
Henderson was discussing the alternative monetary policies between 
which a choice was being made. He dismissed the re-establishment of an 
automatically regulated gold standard as undesirable and unlikely, and 
then considered an internationally managed gold standard, of which he 
wrote: 

There is in my opinion a crucial test for judging the feasibility of effective inter- 
national cooperation for the control of gold. The logically appropriate and indis- 
pensible condition of a controlled international gold standard system is the creation 


of an international note-issue such as was publicly advocated by Mr. Keynes some 
time ago, which would enable the supply of internationally accepted purchasing 


power 

| be qui 

It is 

feasib’ 

fashio 

2 

curre! 

count 

to gol 

| not b 

a stel 

syste! 

needs 

dicat 

Ik 

| rate 

poli 

littl 

Oct 

call: 

for 

whi 

incl 

pric 

of 

be 

no! 

| no! 

ev 

| 8u 

al 

tk 

se 


SIR PIERS DEBENHAM 39 


power to be expanded or contracted as world conditions might require. It is, 
however, the almost universal opinion that the creation of such a note-issue would 
be quite impracticable. 

It is therefore [he continues] from the stand point of extreme scepticism as to the 
feasibility of restoring the gold standard either upon old-fashioned or upon new- 
fashioned lines that I turn to consider the alternative of endeavouring to build as 
much exchange stability as is practicable on the basis of independently managed 
currency systems. It is obvious at the outset that a small and economically weak 
country could maintain no sort of stability if it attempted to run an independent 
currency system of its own: small countries must necessarily attach themselves either 
to gold or to the currency system of some stronger neighbour. But why should there 
not be several different currency systems in the world independently managed, say 
a sterling bloc, a dollar bloc and a gold bloc? And why should not these different 
systems maintain a degree of exchange stability with one another sufficient for the 
needs of most forms of international trade? The degree of exchange stability in- 
dicated might be supplied by giving the dollar and pound a parity with gold, only a 
parity that would be variable from time to time as circumstances made it desirable. 

I believe it is in this direction that we shall be carried by the drift of events and 
opinion, and I do not see why such a system should not work reasonably well. 


The conclusion of his most comprehensive treatment of the exchange 
question, written in 1948, is that, with certain qualifications, exchange 
rate fixity ‘is a most desirable thing, and it should be an important aim of 
policy to establish and maintain it’. In spite of the apparent contrast 
between this and the conclusion he had reached in 1933, there had been 
little change in his underlying thought. Much of his later argument seems 
to me foreshadowed in the following extract from a paper he wrote in 
October 1931: 


The whole rotion that there is some definite point of equilibrium which is theoreti- 
cally capable of precise determination is in my view an illusion. The notion takes 
for granted that all sorts of things are fixed and independent of the exchange level 
which are in fact not fixed and are liable to vary with the exchange. These things 
include in particular the sterling level of money wages in Great Britain and the gold 
prices of manufactured goods. Even assuming that these things were independent 
of the exchange value of the pound, there would still be not a precise point of 
equilibrium but a pretty wide range within which different sorts of equilibria might 
be established, the tendency certainly being for the volume of exports to be larger 
(but for the national income to be smaller) the lower the exchange level. But it is 
nonsense to suppose that there is some particular volume of exports, neither more 
nor less, which corresponds to equilibrium or which is required for full employment. 


Even then he regards exchange depreciation as a remedy of last resort, 
appropriate only when worse catastrophe threatened ; and he justified the 
events of 1931 on these grounds. ‘Indeed,’ he wrote in 1933, ‘to secure a 
substantial amelioration of our competitive position had become by 1931 
an inexorable necessity of our economic life.’ And he was very much alive 
then to the danger of competitive exchange depreciation: 


1 Sir H. Henderson, ‘The Function of Exchange Rates’, Oxford Economic Papers (new 
series), vol. i, No. 1. 
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A favourable competitive position is one of those matters in which it is essential 
to be moderate, in which greed is sure to overreach itself. Your favourable position 
is someone else’s unfavourable position. Attempt to push it beyond a certain point 
and you force the others to do their best to correct it. 


There seems to me no doubt that he rated the defects of variable ex- 
changes as highly in the 1930’s as he ever did later. What altered was the 
relevance of other factors in the situation, especially the destructive 
influence exerted by movements of short-term capital in search of security, 
We are apt to forget how largely these had bulked in contemporary mone- 
tary experience. The accumulation of French balances abroad during the 
post-war depreciation of the franc and their later repatriation had been, in 
the view of many, responsible for some of the monetary disturbances the 
Federal Reserve Banks had failed to control in 1929. The attempt to 
recover short-term capital advanced to central Europe had obviously 
aggravated the depression in 1930 and 1931. The British suspension of 
gold payments in 1931 was the direct consequence of withdrawals of short- 
term balance ; and since that event both France and the United States had 
been embarrassed in their financial policy by the threat and by the fact of 
similar withdrawals. Later on these movements subsided, or became 


' innocuous; for events led to a great increase in the quantity and an even 


greater increase in the relative value of monetary gold stocks, which had 
much the same sedative effect as Henderson anticipated from his issue of 
reflaters. Till then, the only remedies that appeared to have been success- 
fully applied were exchange control and exchange depreciation. 

Henderson’s papers are singularly silent on the subject of exchange 
control till after the outbreak of war in 1939. He had in fact recommended 
it in September 1931 as being inevitable if a change of gold parity was to 
be avoided ; but from then on he appears to have acquiesced in the general 
condemnation of control. The case against it rested in part on distrust of 
so wide an extension of government powers, which was certainly fed by the 
use made of these powers in authoritarian states ; in part on the orthodox 
case, supported in League of Nations circles, that exchange control by 
buttressing overvalued currencies exaggerated the extent of overvaluation 
and the need for artificial interference with the course of trade; in part on 
the special position of London in the sterling area, which could not then 
have survived the attempt to define it, exchange control implied. 

What was more surprising was the widespread belief that exchange 
depreciation would evoke speculative support for a weak currency, 
especially as this belief was directly contradicted by the experience of the 
post-1918 depreciations. In 1933, when the principles of managing a 
managed currency were being established by experience, an outflow of 
speculative capital was regarded as « natural occasion for lowering the 
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exchange value of the pound, and Henderson accepted this view. He wrote 
in that year: 

We could, for example, check a large scale withdrawal of balances by lowering the 
parity of sterling, so that further withdrawals could only be made at the sacrifice 
of an exchange loss, But if we are to be free to vary the parity of sterling for this, it 
follows that we cannot commit ourselves to vary it in accordance with the movement 
of prices, which may bear no relation to the movement of short term capital. 

The last sentence is his farewell to the view of exchange management which 
Keynes had propounded in 1923 in his Tract on Monetary Reform and 
which till then Henderson had been inclined to support. But the general 
sense reflects his then opinion that the divorce of sterling from gold freed 
the short-term rate of interest from its previous duty of maintaining short- 
term capital movements at the appropriate level, leaving it now to be 
manipulated in accordance with the needs of trade. The unwisdom of 
sacrificing this alleged freedom was the reason he usually gave against a 
return to gold. 

The empirical basis of this belief was none too sure. Would it, for 
example, have been possible to adopt low interest policy in 1932 but for 
the good fortune by which Indian gold was dishoarded, prematurely from 
its owners’ point of view, at the beginning of that year? There is nothing 
very surprising in the fact that he transferred his allegiance from exchange 
depreciation to exchange control as soon as he convinced himself that the 
latter was technically feasible ; especially as he believed speculative action 
to be more often than not socially harmful. 


Public works figure quite prominently among the other subjects he dealt 
with. Though in 1929 Henderson joined Keynes in advocating public 
works to cure unemployment, he moved continuously towards the position 
that public works should be undertaken only if, and when, there is a 
genuine need for them. He bundled most of the arguments that had 
influenced him in the matter into a paper written for the Oxford Political 
Economy Club in May 1935. The use of public works as a trade-cycle tap 
‘which you turn on when trade is bad and turn off when it is comparatively 
good’ is demolished by the argument that the tap is too stiff ; their use as a 
permanent sink for unwanted savings is a counsel of despair. He is left 
with an argument, which at the moment has lost some of its plausibility, 
that public works assist industrial mobility. He writes: 


There is no doubt, I think, that an environment of prevailingly active trade makes 
the transfer problem easier to solve. That, as it seems to me, is one of the great morals 
of the economic experience of the war.... The war was a gigantic boom; ... and 
accordingly it was possible comparatively quickly and smoothly to effect a tremen- 
dous readjustment of economic activity. ... We shall make much more headway 
in absorbing people from the distressed areas in the ordinary economic life of the 
community if demand is straining at supply. 
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He does not specify whether the public works are to be undertaken in the 
places towards, or from, which people are to move; he does say, how. 
ever, that they should be undertaken not at the present moment but 
when trade is worse, forgetting how stiff the trade-cycle tap was earlier in 
the paper. 

When the question is not where, but in what group of industries, the 
artificial stimulus to demand is to be applied, Henderson seems to come 
down in favour of the group towards which the trend is set.. ‘It may be 
that long run equilibrium will require a reduction in the volume of con- 
structional activity relatively to the production of consumable goods, and 
if so we do not want to go out of our way to inflate constructional activity 
at the present time.’ Similarly during the last war he thought post-war 
demobilization of the inflated constructional industries would be helped 
most by stimulating demand for consumption. In 1935 he was also giving 
expression to another side of a many-sided truth in evidence on behalf of 
Lord Stamp’s Committee before the Unemployment Insurance Statutory 
Committee ; I quote from a press cutting from The Times of 24 October 
1935, where he is reported as follows: 

If exports did improve, this would be much more effective in reducing unemploy- 
ment than an improvement in the internal markets. ... An improvement in the 
export trades would absorb large numbers of unemployed workers who were already 


available for work, whereas in the home market we had nearly reached the point 
where expansion would be retarded by shortages of certain types of labour. 


Related to this subject was his contribution to the classification of 
unemployment, to which he gave continuous attention over a number of 
years. The Liberal Yellow Book has an important chapter on the question, 
to which he is likely to have contributed if he did not write it. The matter 
was much discussed in 1930, both in connexion with abuses of the insur- 
ance scheme and as conditioning employment policy, and Henderson has 
left a memorandum from that date. In 1935 he was chairman of a sub- 
committee of Lord Stamp’s committee which undertook the impossible 
task of advising the then Unemployment Insurance Statutory Committee 
at what average level of unemployment it should seek to balance its accounts. 
The committee plumped for between 15} and 16 per cent., but it was wary 
enough to hedge its answer round with provisos. 

The categories of unemployment that Henderson eventually found 
descriptively most convenient were minimum unemployment, transfer 
unemployment, and cyclical unemployment. Minimum unemployment 
was that which would occur even in times of good trade, including seasonal 
unemployment and the like. Transfer unemployment was that which arose 
from immobility of labour, whether geographical or industrial, in the face 
of changes in demand. Cyclical unemployment was that for which the 
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trade cycle was responsible. It was possible to proceed to a quite plausible 
attribution of the existing unemployment to these different causes. By the 
tests applied the 1,900,000 unemployed in the middle of 1935 were classified 
as to 760,000 as normal minimum unemployment, as to 800,000 -900,000 as 
transfer unemployment, and as to the remainder of 240,000-340,000 as 
cyclical unemployment, though the last figure was perhaps 100,000 too 
small and the first as much too large. Not only can plausible reasons be 
given for this attribution, but I believe that plausible explanations could 
be given for the changes that have taken place in each category between 
then and now. 

In the 1930’s, when it was still permitted to say astringent things about 
unemployment, there was dispute over how much more unemployment we 
got by paying for it. Sir William Beveridge (as he then was), who used this 
phrase, thought the addition, in 1931, ‘not yet very great’. Henderson 
believed there to have been a very considerable increase in the irregularity 
of employment but did not attribute the whole of this change to the exis- 
tence of insurance ; for some of it blame lay on the ‘tendency of modern 
industry . . . in the direction of discharging men more ruthlessly when it is 
no longer strictly profitable to the employer to keep them on’. 

Unemployment Insurance also appears as diminishing the mobility of 
labour; but Henderson attached greater weight, in his explanation of 
heavy transfer unemployment, to the geographical incidence of good and 
bad fortune ; coal, cotton, and shipbuilding were very localized industries, 
as well as being very depressed. He brought in as a subsidiary factor 
affecting both the need for mobility and the response to that need the 
decline in the rate of births, a point which introduced him to a wide field of 
study. 

Before following him there, we should notice that he attached theoretical 
and practical importance to his statistical conclusions. In his criticism of 
Keynes’s theories, already referred to, he wrote, in May 1936: 

Isuggest that there is no evidence whatever that there is any unemployment which 
does not fall under one or other of the three categories I have indicated, namely 
minmum unemployment, transfer unemployment and cyclical unemployment. 
The last named, cyclical unemployment, may certainly be regarded as an expression 
of a deficiency of effective demand, but not of a chronic deficiency ; and the obvious 
lemedy is greater steadiness of trade conditions. 


Henderson’s first interest in population arose from his belief that it is an 
economist’s duty to be always on the look out for the obvious and its 
implications. A change in the rate of growth of population was one of the 
notable features of the twentieth century, and was marked for all to see 
by the absolute maximum in the number of births in this country reached 
during the century’s first decade. 
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He was always ready to examine contemporary problems against this 
background ; an example is the issue of agricultural protection, which he 
was called on to consider in 1934. The declining rate of growth of Westem 
populations—‘a phenomenon of secular importance and international 
scope ’—ruled out any ‘further extension of the international division of 
labour between the old world and the new’ along the line of selling manu. 
factures against primary produce. ‘The rate of increase in the British 
consumption of primary produce will almost certainly prove from now on 
smaller than it used to be, and may disappear altogether in a couple of 
decades.’ The effect of agricultural protectionism here would not therefore 
be absorbed by the secular extension of markets. “To turn round now 
upon this whole development’ of the international division of labour ‘and 
gratuitously to render functionless much of the organization, equipment 
and personnel which is specialised overseas in primary production, with 
the corollary of rendering correspondingly functionless much of our 
industrial life which is specialised for export, to create or to aggravate a 
large scale transfer problem for the new countries, at the expense of creating 
or aggravating a similar transfer problem for ourselves, would run counter 
to the whole idea of a rational development of the world’s economy.’ 

There are here echoes from earlier loyalties, never entirely abandoned; 
they could always be evoked by too flagrant a disregard of the interests of 
other countries, as when he wrote of the proposals of the Lane Fox Com- 
mission in 1932 ‘to decree by the remorseless operation of diminishing 
quotas the steady decline and ultimate extinction of the Danish bacon 
industry’ that it ‘would represent an outrage upon the essential principles 
of international economic comity, to which there is, I think, no parallel in 
modern times’. 

Vital statistics also play a part in his discussions on housing, and the 
permanence of a phase of industrial activity based on a housing boom. 
The number of houses needed was related to the number of families, and 
that to the number ‘of persons reaching marriageable age’, itself ‘a 
function of the number of births from twenty to thirty years previously’. 
So the decline in the absolute number of births between the first and third 
decades of the century should presage a serious decline in the demand for 
new houses in and after the fifth decade, all the more abrupt by reason of 
the resources being devoted to the improvement of housing standards in 
the thirties. 

Over and above these particular cases, Henderson derived from declining 
birth-rates a general explanation of the relative slowness with which 
market forces restored equilibrium after the first war. For this purpose 
only changes in circumstance were of any relevance; it was no good ex- 
plaining the additional unemployment of the twenties and thirties by, for 
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example, a logical defect in the classical law of markets. The introduction 
of unemployment insurance, or while it lasted the overvaluation of sterling, 
met this requirement. ‘The numerical inexpansiveness of the market’ may 
have been pressed into service while still rather too young to soldier. 

The argument broadly was this. In an expanding population the young 
and mobile form a larger proportion of the whole than in a stationary or 
declining one; in a technically progressive economy the recent additions 
tonew and expanding industries form, or should form, a larger proportion 
of the whole than in a technically stagnant one. Henderson’s proposition 
was that where the second proportion exceeded the first a transfer problem 
would develop, marked by an excessive concentration of relatively elderly 
people in the declining industries. He believed that such a disproportion 
was then threatening in Great Britain, because technical progress was 
speeding up and the growth of population slowing down. His conclusions 
from this argument were, in his own words (the date is December 1933): 

The irreducible minimum of unemployment. . . is likely to be materially higher 
than it was in pre wer days. There is likely to be at any time a larger number of 
persons who have been actually displaced from the industry in which their skill is 
gecialised, by technological progress. . . . In the environment of a numerically 
stationary or contracting market, increasing productivity will entail a greater degree 
of waste both of pliant and of acquired skill than it did formerly. 

He thought it likely but not certain that in this new environment 
depressions of trade would be more frequent and more severe. 

It had been Henderson’s intention to develop these themes when he 
resigned from being secretary of the Economic Advisory Council to take 
up his Research Fellowship at All Souls. That may seem a misunder- 
standing of his own genius, which was for the exercise of a critical judge- 
ment on contemporary controversies. Fortunately he did not resist the 
lure of each fresh fox that crossed his line, and the work of research re- 
mained uncompleted. However, he published his views on this and other 
points not quite anonymously, in a pamphlet entitled The Agricultural 
Dilemma, nominally the report of a group led by Lord Astor. His interest 
in population problems, was, however, an enduring one, and his visit 
to the West Indies as one of the Royal Commission just before the out- 
break of war brought him face to face with the devil of Malthus. ‘So far at 
last as the western world is concerned’, he had written in The Agricultural 
Dilemma, ‘this devil has now been finally exorcised.’ Yet the theorems 
that Henderson built on this assumption for the Western world have lost 
plausibility in the last twenty years. I cannot help feeling he spoke too 
soon, or that the devil of Malthus, like peace, is indivisible. 


Ishould like to end these notes by one or two quotations of what he had 
to say about his own science, if it is a science. He was disturbed by the 
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tendency of modern economics to concern itself with more and mon 
elaborate abstractions. 


The theoretical economist [he wrote] is concerned with the elaboration of a highly 
complex and abstract logical system. The foundations on which he rears his analysis 
are not for the most part generalisations of fact, but distinctions between alternatiyy 
logical possibilities. ... His professional conscience is preoccupied with the logical 
validity of the reasoning based on such distinctions, not with their fertility » 
guides for the interpretation of concrete phenomena. ... 

Whereas . . . high standards of intellectual thoroughness and integrity prevail in 
each of the strict spheres of theoretical analysis and realistic study, a very different 
tradition prevails when attempts are made to extract generalisations from the body 
of economic facts. ... One economist will hold fast to an old established doctrine .,, 
influenced by .. . loyalty and reverence for the great names of the past... . Another 
will make war on the old doctrine in the spirit of a rebel against authority. Both 
will be swayed by polemical emotions which are destructive of the disinterested 
patience which is the soul of scientific enquiry. 


Henderson was not a stranger to polemical emotion. His manner of 
writing was often, in the good sense, rhetorical ; his speaking, at any rate 
in private, was accompanied by oratorical gesture, which allowed one to 
be aware that one was an onlooker at an imaginary debate. But the 
polemical emotions that were allowed this outlet were subordinate to an 
uncompromising intellectual austerity. Before he made up his mind on 
any idea he subjected it to an exhaustive critical process the stages of which 
this passage indicates: 

The economist (in contrast to the man of affairs) is in a position to supply qualities 
which should include more than familiarity with certain technical methods of theor- 
etical analysis, and the habit of systematic study of current economic statistics. 
He ought, for instance, to bring to the task a more ordered knowledge of economic 
history, anc » greater power accordingly of interpreting the essential significance of 
the present ‘rift of tendencies. 

This uiscipline he applied unremittingly even though it took the edge off 
a dialectical skill that was in any event remarkable. The preference he 
showed for anonymity, the abhorrence of striving after effect or novelty, 
the shunning of cleverness, the assumption of the role of the man of 
judgement—all these are other aspects of the same pervading self-restraint. 
In consequence of that, his contributions to his own science and the events 
of his day are likely to be underestimated. Yet having re-read his papers, 
I am amazed at the extent to which, within his sphere of interest, he 
formulated and often originated the arguments that eventually prevailed. 
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THE TREASURY DURING WORLD WAR II 
By SIR DAVID WALEY? 


Ir is one of the curiosities of history that during a Total War in which 
unexampled efforts and sacrifices had to be made to avert defeat by the 
Axis Powers, a large proportion of the time and energy of the Treasury 
was devoted to the elaboration of post-war Utopias. In most of these 
discussions Hubert Henderson played an important part. His essential 
contribution was a firm and consistent determination not to ignore, or let 
the rest of us ignore, the great balance-of-payments difficulties with which 
this country was bound to be faced after the war, and not to allow the 
Utopia-builders to promise more than we could reasonably expect to per- 
form. He showed a constant distrust of abstract reasoning when it seemed 
to lose touch with common sense. In that hazardous but highly specula- 
tive pursuit of guessing how the Americans would react to our proposals 
he followed the simple rule, namely, how he would react if he were an 
American (which seemed to some to over-simplify the problem). 

In detailed negotiation and administration he took little part, since it 
was the questions of general principle which interested him. With all or 
nearly all current economic discussion he kept in touch, and no doubt 
many sensible comments were made in oral discussions of which no record 
survives. But from time to time he was moved to produce a forceful and 
eloquent memorandum showing a delight in controversy. 

The White Paper on National Income in 1940 produced an ‘Imaginary 
Article in the Ecostatist Journal, April 1941’, from which the following is 


a brief extract: 


Thus, the Treasury have at last been frank enough and bold enough to give us 
their computation of an important factor which they are far better placed to compute 
than anyone else, and which can be computed within a fairly small margin of error. 
This is exactly as it should be; and so far the Treasury is to be unreservedly con- 
gratulated on this unexpected break with their traditions. 

None the less, there is always danger when men cast aside the inhibitions of a 
lifetime. When a teetotaller takes to drink, when a Puritan turns rake, when a 
prudent man embarks on speculation, what excesses may not follow! Having nerved 
themselves to give us calculations as well as solid facts, the Treasury, it would seem, 
have cast all restraint to the winds; and along with the valuable new information 
that has been described, they have supplied us with what may well rank as a classic 
example of one of the most notorious fallacies of statistical reasoning. The fallacy 
to which we refer is that of attempting to compute an unknown factor X, which is 
difficult to assess directly by the indirect msthod of a subtraction sum between two 
much larger factors A and B. The trouble, of course, is that the balance (A-B) is 
extremely sensitive to comparatively small errors in A and B, if these happen to 
be in opposite directions. It may be possible to compute both A and B with some 
confidence within a margin of error of about 5 per cent., and yet to reach a figure 


1 K.C.M.G., C.B., M.C., formerly Third Secretary, H.M. Treasury. 
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for A~B which may be out by 100 per cent. or more. There could hardly be a better 
illustration of this general rule than is supplied in this astonishing White Paper, 

The item thus criticized was the estimate of ‘Liquidation of privately 

owned domestic capital assets’. 

This is no place to recall, even in the briefest outline, the immensely 
lengthy and complicated discussions on post-war monetary and economic 
policy. They had their origin in the fact that the U.S.A. instead of asking 
the recipients of Lend Lease Aid to repay in cash, asked them to sub- 
scribe to a code of international behaviour which must infallibly (as it 
seemed to their advocates) promote the common good. This code included 
free convertibility of common currencies, abolition of exchange control 
and import restrictions, and most-favoured-nation tariffs. This might 
seem a most generous invitation to pay for lend lease merely by stepping 
straight out of the Hell of a world fettered by exchange controls, import 
restrictions, and tariff barriers straight into Paradise. 

But to Henderson this seemed rather an invitation to us to commit 
national suicide by subscribing to what he regarded as a fundamental 
fallacy. Import Restrictions, Tariff Preferences, Barter, Commodity Regu- 
lation Schemes, Cartels, and State Trading, which were regarded by some 
of us as elaborate games of beggar-my-neighbour, were regarded by 
Henderson as valuable methods of planning which had amply proved 
their success during the inter-war period. “The old international order of 
the nineteenth century’, he wrote in December 1943, ‘was based on laisser- 
faire and has broken down for good. Nothing but failure, futility and 
frustration can come from the attempt to set it up again. The problem is 
to devise a code of international good behaviour which will fit the condi- 
tions, the needs and the aspirations of the modern world. There is no 
fundamental reason why we should not gradually evolve a working solu- 
tion of this problem if we recognise it for what it is. But we shall greatly 
increase the difficulties of doing so if we persist in associating the idea of 
international economic co-operation with the subordination of human 
welfare to the arbitrary sway of market prices, under the influence of 
doctrinaire abstractions, misplaced idealism and nostalgia for the past.’ 

Basing himself on this fundamental philosophy, Henderson urged that 
we should present our case against American laisser-faire and liberal doc- 
trines in a positive way, and not with an apologetic plea that for some 
years owing to exchange difficulties we might find it difficult to be as 
virtuous as we should wish. ‘I am profoundly convinced’, he wrote in 
1941, ‘that the new wine of planning and socialism that we shall increas- 
ingly have to drink cannot be put in the old bottles of the gold standard, 
Free Trade, the most favoured nation clause, and the open door; and I 
have the gravest misgivings as to the wisdom of giving assurances that 
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the refurbishing of those old bottles will be our aim and purpose. One 
always hopes that such assurances will not matter much in practice but 
they nearly always prove a source of subsequent embarrassment, recrimina- 
tion and well-founded charges of hypocrisy.’ 

The Anglo-American discussions fell under two main headings—Mone- 
tary Policy and Commercial Policy. 

In the Whitehall discussions Henderson followed the monetary discus- 
sion with interest and a good deal of scepticism. He based his thinking 
always on a realistic forecast of our prospects. ‘We must’, he wrote in 
1941, ‘expect to emerge from the war with our balance of payments very 
seriously deranged. A substantial portion of our export trade was per- 
manently lost as a consequence of the last war; a further substantial 
portion is likely to be permanently lost as a consequence of the present 
one. A further substan:ial portion of our “invisible exports” in respect both 
of interest, dividends, and of shipping receipts, is also likely to be lost. 
On the other hand, our need for imports, both of food and materials, will 
be abnormally large for some time after the war, and will always remain 
large if we succeed in maintaining a high standard of life.’ He distrusted 
the view that national bankruptcy could in anything but a short run be 
averted by international expansionism. 

‘Whatever view’, he wrote, ‘may be taken of the desirability or feasibility 
of these schemes, none of them, even if generally accepted and put into 
operation, would get rid of the fundamental need to re-establish after the 
war a reasonable measure of equilibrium in the international balance of 
payments.’ He added that the overdraft facilities of the Currency Union 
Plan might be of great assistance to countries. ‘But’, he added, ‘these 
overdraft facilities would not enable them to sustain an adverse balance 
of payments which continued indefinitely, any more than the power to 
obtain an overdraft at the Bank enables an individual to spend inde- 
finitely in excess of his income.’ 

As between the Keynes Clearing Union proposal and the Harry White 
Stabilization Fund proposal Henderson put forward a ‘proposal of mar- 
tiage’. He felt that the Clearing Union plan was too manifestly inspired 
by an anti-creditor motif to be acceptable to the Americans, and suggested 
that his compromise plan would conform far more closely to the ‘banking 
principle’. ‘Banks’, he said, ‘do not give overdraft facilities without 
security ; depositors are entitled to withdraw, and a large credit balance is 
not looked on with a critical eye’ (31 March 1943). He was critical of any 
proposals based on the assumption that after the war international 
arrangements would succeed in abolishing exchange controls and pre- 
venting world-wide economic depressions. He was therefore opposed to 
any suggestion that our right policy would be boldly to take the initiative 
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in putting forward an ambitious and comprehensive scheme for reducing 
trade barriers to international trade. To him the crucial question was 
what would be the probable affects of the adoption of the plan on the 
balance of payments of the United Kingdom. Our woollen and worsted 
and pottery industries might benefit by the lowering of U.S. tariffs, but 
as a whole the result might be small. As regards our exports to other 
countries, the advantages of reduced tariffs proved, in his view, on 
examination to become speculative and remote. He foresaw little benefit 
to our exports from the abolition of import restrictions except when justi- 
fied on balance-of-payments grounds, since it was precisely on this ground 
that most of the quantitative restrictions affecting industrial products 
were imposed in the inter-war period. On the other hand, he regarded the 
danger to our interests in an undue reduction of ad valorem import duties 
or of Imperial preference as substantial and definite. 

He strongly objected to the suggestion that import restrictions would 
have to be justified on balance-of-payments grounds. Under any such 
régime we should have to satisfy an international monetary authority 
that our position was as serious as we claimed. This would be ‘liable to 
be interpreted as a confession of bankruptcy’ and ‘the result might be to 
impair our prestige and spread distrust of our economic position and the 
stability of our currency’. ‘Arrangements derogatory to the independence 
and prestige of countries which may need to curtail their imports are not 
arrangements which we should be wise, in my opinion, to accept, much 
less to sponsor.’ 

In general he regarded it ‘as extremely short-sighted to adopt an atti- 
tude which implies that quantitative import restrictions are an inherently 
objectionable expedient, the use of which can only be tolerated in excep- 
tional cases and subject to a special procedure of international approval. 
‘They are far more rapid and effective than tariffs in stabilising the level 
of domestic production and minimising the effects of disturbance from 
World market fluctuations. Import restrictions have their own dangers and 
defects, but increased internal planning is likely to entail an increased use of 
them. The idea of trying to forbid or obstruct this expedient seems to me, 
therefore, incompatible with the needs and tendencies of the modern age.’ 

Moreover, Henderson, as a matter of strategy, thought it a mistake for 
His Majesty’s Government to take the initiative in putting forward pro- 
posals for reducing trade barriers. By doing so, we ‘virtually compel our- 
selves to adopt the American standpoint’. We debar ourselves from 
insisting that ‘the primary obligations to abate obstacles to imports rests 
on countries with a favourable balance of payments’, and also that, from 
the standpoint of discrimination, it is shallow and unfair to draw a sharp 
distinction between customs unions and looser preferential systems. 
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Looking back on these views at the present day, one cannot but feel 
that his distrust of Utopias showed prescience and that the world of 1953 
is only too similar to the post-w»" orld which, unlike some of his con- 
temporaries, Henderson foresaw in 1943. 

A third of the ambitious schemes which occupied so large a share of 
the thoughts of many in Whitehall was that of Commodity Regulation. 
Here the main controversy was whether the holder of buffer stocks should 
be ready to buy without limit, or whether provision should be made for 
planned regulation of output. Henderson criticized those who assumed 
that, where there has arisen a large excess of productive capacity over 
demand, equilibrium would be restored by the influence of successive price 
reductions which would cause producers to restrict their output. ‘It is’, 
he wrote, ‘one of the lessons of the inter-war period that this is a very slow 
and painful process, so painful that the Governments of the “wealthier 
countries”’ step in to subsidise their own producers and thus make it slower 
still.’ He felt certain that in practice buffer-stocks schemes would lead to 
an indefinite accumulation of stocks. Therefore such schemes, ‘unaccom- 
panied by regulation of production would be inappropriate and might 
be dangerous for commodities which are the subject of a large excess of 
productive capacity’. He added that this applied to all the commodities 
which he had studied in the West Indies. He felt therefore that on merits 
buffer-stock schemes should not be regarded as a preferable approach to 
that of commodity regulation schemes. As regards tactics, the U.S.A. 
had blessed commodity regulation in 1933 and had adopted the principle 
in the recent Wheat Agreement. The British Colonial Empire had bene- 
fited from the regulation schemes for sugar, rubber, and tin. It would be 
unwise for us to make a volte-face on the matter. 

Though critical of the Utopian plans for money, trade, and buffer stocks, 
Henderson in May 1943 contributed to the discussion on the problem of 
maintaining employment a proposal which might be regarded as some- 
what Utopian in character. He began by pointing out that the war and 
post-war reconstruction involved abnormally large employment in the 
capital goods industries. It would be fundamentally wrong to aim at 
maintaining production of capital goods on the war-time and reconstruc- 
tion level. “To try to retain indefinitely in the capital goods industries as 
large a proportion of our labour and productive capacity as we need 
during the war, or as we shall need for a few years subsequently, 
would not be good sense.’ The problem will therefore be ‘to contrive that 
the demand for consumers’ goods and services increases as the production 
of capital goods falls off’. Public works can only be a palliative. To 
deliberately unbalance the budget or to reduce National Insurance con- 
tributions would do something to meet the objective, but there are strong 
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objections. The suggestion is to have surpluses during inflationary periods 
and deficits during deflationary periods. But after the war it will be diff. 
cult to avoid the budget deficits while inflation continues. If deflation is 
then threatening, we shall not want to widen further a budget deficit 
which has not yet been closed. Moreover, it is difficult statistically, and 
even more difficult politically, to decide that a time has come to stop 
budget (or National Insurance) deficits and start surpluses. 

Apart from the objections to this type of remedy from the standpoint 
of a sound public finance, they would not be efficacious. If unemploy- 
ment is concentrated in particular localities, a slight increase in spending 
all over the country is not the right remedy. 

‘Is there not a more excellent way? I suggest that a more promising 
line of approach may be found in the development of our war-time system 
of the organised production of utility goods.’ ‘When the time comes to 
switch over from capital goods to consumer goods, let the state place the 
orders, or let it see to it, at all events, that the orders are placed. Let the 
state, if necessary, over a wide range of commodities entering into mass 
consumption, assume the functions of a wholesale dealer ordering from 
the manufacturers, selling to the retailers and taking the risks of accumu- 
lating unsold stocks.’ The placing of increased orders with manufacturers 
would sustain purchasing power. It would be translated into an actual 
demand for goods, ‘since the state would be offering good value to the 
consuming public, supplying commodities of the kinds most required, of 
good quality and at low prices’. The maintenance of employment would 
not be the only object of the policy. The governing idea should be to use 
our productive resources as fully as possible to maintain the standards of 
life. The chief waste ‘lies in the excessive portion of our labour power 
which we devote to advertising, salesmanship and the like in contrast to 
production’. Moreover, the war has shown how the costs of production 
can be reduced by standardization. ‘If the state were to arrange, as the 
demand for capital goods falls off, that staple lines of consumer goods are 


offered to the public of rising quality and at lower prices, and were to, 


support these offers by a suitable publicity campaign, it can hardly be 
doubted that a substantial increase of consumption would ensue.’ It 
might well be, therefore, that stocks would not accumulate: if they did, 
‘reduce the hours of work throughout industry without reducing the 
weekly wage’. Prices would increase: ‘partly for this reason, partly as 4 
psychological consequence of greater leisure, individuals would be likely 
to spend a larger and save a smaller proportion of their incomes: and this, 
in the last analysis, is the fundamental readjustment that would be 
needed.’ 
The state could ensure that orders were placed in the right districts. 
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It is not an essential part of the scheme that the state should incur a 
financial loss, but there might be good reason why the state should subsi- 
dize commodities of especial importance to the standard of life, and this 
‘might (though it need not) entail some unbalancing of the budget at the 
time when the depression threatened’. If it were so decided, ‘the state 
would be incurring the deficit for a definite, concrete purpose of social 
value, not just for a hope’. 

The concluding section of the note, which has the title “The State as 
Entrepreneur-in-Chief’, is of special interest as indicating Henderson’s 
philosophy at this time. ‘If we look forward to the future and consider 
objectively what would do most to raise the general standard of living of 
the British peoples, the answer, I suggest, is chiefly better food, better 
housing, more and better facilities for recreation, holidays and travel, 
more and better services of various kinds, directed to improving culture, 
health and amenity.’ ‘In my view there is as large and constructive role 
for the state to play in organising the supply of services for such purposes 
as in organising the supply of commodities, I believe, moreover, that the 
organised provision of such services offers possibilities of greatly cheapen- 
ing their cost analogous to the economics of the mass production of manu- 
factured goods.’ 

‘The state should assume the role of entrepreneur-in-chief, directing the 
flow of productive resources to the employments in which they can best 
serve human needs.’ 

Finally Henderson suggests the possibility that his plan ‘might supply a 
means of bridging the controversy that may otherwise rage fiercely upon 
the issue of Socialism versus Private Enterprise. Opponents of Socialism 
are on strong ground when they argue that the state would be unlikely 
in practice to run complicated industries more efficiently than they are 
tun at present. Socialists are on strong ground when they argue that 
reliance on supply and demand and the prices of market competition, as 
the main-spring of our economic system, produces most unsatisfactory 
results. Might we not conceivably find a modus vivendi for the next decade 
or so in an arrangement under which the state would fill the vacant post 
of entrepreneur-in-chief, while not interfering with the ownership or 
management of particular businesses, or rather of only doing so on the 
merits of the case and not at the behests of dogma ?’ 

In a note of March 1944 Henderson summarizes what seemed to him 
‘the chief defects of the momentarily fashionable approach to the problem’ 
of maintaining employment. This approach, he suggested, was ‘to com- 
bine an eventual return to economic laisser-faire (after a transition period 
during which it is recognised that many controls will be necessary, but 
which it is hoped will be very brief) with throwing financial orthodoxy to 
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the winds. As a recipe for full employment, I believe that both parts of 
the prescription are mistaken.’ Henderson explained that, while he agreed 
that financial orthodoxy could be carried too far, financial profligacy 
would probably, under the present conditions of external weakness, lead 
to a currency collapse. Unemployment between the wars was chiefly due 
to external causes (loss of export markets or displacement of labour in the 
home market by competing imports). These external causes could not be 
remedied by public works, which may cause a decline in the rate of private 
investment, and which give no help in the transfer of productive resources 
from capital to consumption goods. 
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HENDERSON AT OXFORD 
1. ALL SOULS 


By ISAIAH BERLIN 


Wuen Hubert Henderson first came to All Souls in 1934 he was not known 
to many of its Fellows. D. H. Macgregor, the Drummond Professor, who, 
like Henderson, had come from Cambridge, had, I think, some acquaint- 
ance with him; R. H. (now Lord) Brand and Sir Arthur Salter knew him 
well, and one or two of the relatively senior Fellows had come into contact 
with him in the course of his public activities. But to the majority of the 
junior and academical Fellows who formed the bulk of the college he was 
virtually unknown. He appeared gentle, shy, and a trifle vague. He was 
courteous, amiable, but reserved; and seemed a little bewildered. All 
Souls was, and still is, suz generis, and the effect it will have upon those 
who come to it in middle life is difficult to foretell. Henderson had been 
deeply involved in public life both as editor of the Nation and as Joint 
Secretary of the Economic Advisory Council. All Souls must have seemed 
to him a curious private world, exceedingly unlike either Cambridge or the 
larger world which he had inhabited. It took him a little time to assimilate, 
but when he did so he came to occupy a distinguished and unique position 
in the college. He liked conversation; he was interested in many topics 
and was glad to speak about them with anyone who responded to his own 
detached, disinterested, and essentially middle-road notions; he did not 
particularly expect or take pleasure in agreement. He was a man of deep 
convictions, which he held with clarity and a kind of tranquil passion ; in 
argument he was eloquent, lucid, and tenacious; and since he was free 
from solemnity and priggishness, and liked to discuss whatever interested 
him, he took equal pleasure in analysing personalities and in dissecting 


abstract topics or political issues, and treated them always in the same 


scrupulous, and sometimes animated, fashion. He talked well, and with a 
courtesy of manner which never abandoned him even in moments of acute 
provocation ; nor were either his juniors or his seniors ever made to feel 
that he put them into any category or box, or was conscious of being in 
one himself. This made the experience of talking with him, whether @ deux 
or in compar ;, particularly delightful and profitable. Nobody, I think, felt 
about him that he belonged specially to any one section of the college, of 
the Senior Fellows, or of the Junior, Fellows, or of academics or of ‘Lon- 
doners’, or of Conservatives or of progressives. He had a genuinely 
independent personality, and held sharp ideas and opinions both about 
persons and about issues, and spoke about them without rancour, without 
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self-consciousness, moderate in judgement, intellectually intense, and 
naturally civil. I dwell upon the quality of his talk because All Souls has, 
as long as anyone remembers, been a college of talkers, and his own 
genuine love of conversation and debate caused him to fit in to it without 
effort. He liked to talk an issue through and he liked argument ; he wished 
to make his own views entirely clear to others and grasp theirs as fairly 
and as accurately as he could ; and since he had an intellect of exceptional 
acuteness and integrity, and a genuine desire to establish the truth, and 
sincerely believed that this could sometimes he done by means of rational 
discussion, he used to argue on and on, with tenacity and absorption, and 
infectious spontaneity. His face would assume a puzzled, sometimes be- 
wildered or incredulous expression, when, as occasionally happened, his 
opponent seemed to him to advance opinions which no sane or well- 
informed person could conceivably hold. He would ruffle his hair, his 
voice would rise in pitch, he would make gestures of despair, but, whatever 
the hour, he would go on. He would never willingly let go. He would 
never grow angry, nor rude, nor waspish, no matter how maddening his 
opponent seemed to him to be. The hour would grow late, it would be 
past midnight, and the ashtray beside him would become filled and over- 
filled with stumps of du Maurier cigarettes. If, as sometimes happened, the 
argument broke down under a hail of mere counter-assertions, he would 
simply grow silent and avert his thoughts; if the tone grew too sharp he 
would look at a newspaper or quietly leave the room. He was not at his 
ease save in an atmosphere of courtesy, intelligence, moderation, and a 
modicum of intellectual goodwill. He had an acute sense of humour, and, 
in particular, of the ridiculous, which found free play in Oxford, together 
with a boyish sweetness of disposition, and a genuine hatred of all forms 
of sentimentality and humbug. For those younger than himself (of whom 
alone I can speak with confidence) he was easier to be with than almost 
any other of their seniors: he was not in the least pompous, not in the least 
vain, not in the least difficult ; he had an open mind and a natural fund of 
sympathy and kindness. He treated all men as equals, and contact with 
him was direct and delightful. One was never reminded, by some un- 
conscious phrase on his part, of his own eminence in the world of affairs, 
or of particular convictions or prejudices which it was not safe to touch 
upon. He liked to be amused, he was not censorious or disapproving of 
high spirits or gaiety or even of a degree of silliness and nonsense in others, 
and he was not put off by eccentricity ; in short, he was in favour of the 
flow of life, he enhanced it and was a cause of it in others. What he liked 
above all was a combination of imaginative ideas and practical knowledge, 
and at All Souls he found these in sufficient quantity. On committees his 
good judgement, freedom from bias, clear principles, fearlessness, and un- 
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ruffled good temper (the high falsetto to which his voice rose in moments 
of excitement sometimes belied him) were a great asset, particularly at 
moments when these qualities seemed to be on the ebb ; at college meetings 
he spoke with authority. All Souls is a large college, and to be affective 
at its meetings one must have a certain degree of oratorical power. This 
Henderson did not possess, but his speeches were listened to with respect 
because his impartiality and independence were evident and because he was 
widely liked and admired. I doubt whether he knew how widespread this 
feeling was until he was elected Warden ; he was not a man who spent time 
on reflecting about other people’s attitudes or feelings towards him; this went 
with his freedom from vanity and neurotic preoccupation with his own 
personality or status. He had, to everyone’s sorrow, had a breakdown 
in health some time before the last war, but had seemed to make a com- 
plete recovery and continued to play his part in college, as a member of 
committees, and as a frequent assistant-examiner in Economics in the 
fellowship elections. His shrewd judgement as an examiner was always 
much trusted and has vindicated itself, so far as I remember, on all 
occasions. 

After the untimely death of Warden Sumner in 1951 he was elected to 
succeed him in June of that year. He certainly did not seek the office. 
If ever there was a popular ‘draft’ of a reluctant candidate, this was an 
instance of it ; for a long time he did not wish to be considered, and when 
in the end he allowed himself to be discussed, it was due not to ambition, 
nor even to a sense of duty (for I am sure he did not consider it anyone’s 
particular duty to seek or hold such office), but because it was part of his 
inherent modesty not to resist too violently the pressure of his friends. 
I doubt if he asked himself whether he had much chance of being elected ; 
I am sure that he did not care in the least how great or small it was. 
Iremember very well his air after his election, which was, as so often in 
moments of crisis, slightly bewildered and incredulous; he was deeply 
moved by this token of corporate trust and affection. 

He scarcely entered upon his reign. A few days after his election 
he had a heart attack in the Sheldonian Theatre, on the day of the 
Encaenia. I went to visit him at the Acland Nursing Home and he was, 
as always, charming and cheerful ; with, as the Vice-Chancellor so well said 
of him in his commemorative speech, a ‘quality of quiet gaiety and trans- 
parent goodness’. To goodness he added purity of character, distinction 
of intellect and of feeling, a sense of public duty, and a devotion to personal 
relations and private life, as well as, beneath his vagueness and gentleness, 
4 foundation of Scottish granite which gave him an unsuspected strength 
of will. He possessed a blend of characteristics which All Souls, in the view 
of some, should aim at producing: he was intellectual—he was interested 
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in general ideas—but he was neither woolly-minded nor pedantic, nor 
locked in an ivory tower. He was involved in public affairs, and took a 
lifelong interest in public issues, but he was not a philistine and did not 
judge an academic world by the standards drawn from public life, nor vice 
versa. He admired practical good sense and administrative ability, and 
respected all experts and métier as such, and was very suspicious of ab- 
stractions and theories in his own subject, which he regarded as essentially 
applied and not ‘pure’. On the other hand, he was not militantly anti- 
intellectual; he liked any evidence of mental power or elegance; and 
suffered from neither of those two notorious occupational ‘complexes’ of 
dons—a repressed yearning for spectacular worldly success and influence, 
and a resentful odiwm academicum of those who aspire to it. His attitude 
to the great world was balanced and harmonious. He was little worried 
by official reputations and liked associating with anyone whom he regarded 
as intelligent, enjoyable, or interesting ; and of these qualities he was a very 
good judge. He avoided fools and bores but gave even them little reason 
for offence. He liked thinking for its own sake and had a streak of imagi- 
native poetry which used to emerge, when, in the intimacy of sympathetic 
company, he would describe old friends or episodes in his Cambridge or 
London life. His behaviour was always wonderfully normal; there were 
no antics, no idiosyncrasies, no virtuoso flights, no conscious exercise of 
charm, no display ; yet he felt neither jealousy of such behaviour nor dis- 
approval. He did not resent or dislike cleverness or temperament in 
others, nor did he resent dimness or pedantry. But he disliked histrionic 
exhibitions, and every form of hollowness and falsity; he liked the dry 
and not the wet, the clear and not the obscure, however rich and suggestive. 
When an occasion presented itself, he took obvious pleasure in torpedoing 
arguments or schemes which appeared to him foolish or pretentious. He 
had an acute, ironical humour, was obstinate under attack, and could not 
be either snubbed or bullied. Ambition he did not seem to me to have, 
but he had much dignity and a proper sense of his own worth which was 
never obtruded, but emitted quiet radiations of its own. He did not speak 
unless he had something to say, and because he often had, talked a great 
deal, and because he had no fondness for small talk, was also often silent. 
His mind was just, acute, and liberal, free from all personal and social 
prejudice, distinguished, serious, humane ; above all, he was an exception- 
ally nice man, who remained detached from the normal academic cate- 
gories, an independent human being on his own; and his premature death 
is a very great loss to his college and to his University. 
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2. THE PRE-WAR FACULTY 
By R. F. HARROD 


In appointing Hubert Henderson, who had hitherto had no academic 
gonnexion with Oxford, to a research fellowship of senior standing, All 
Souls conveyed a signal and rare mark of distinction, and made a notable 
contribution to the progress of economics in Oxford. A Cambridge man, 
former editor of a famous weekly and more recently a civil servant, Hen- 
derson came into a new environment. To this he very quickly assimilated 
himself, and the still fairly youthful group of economists in Oxford soon 
came to think of him as their friend. 

Cambridge economics constituted at that time so large a part of British 
economics that the Oxford economists were well acquainted with its main 
features, and something was known of Henderson’s specific work. The 
political opinions of the group were on the whole to the left of centre and 
the Nation had made its contribution to their political thinking, so that 
they were predisposed to welcome its former editor as a congenial spirit. 

It was his civil service experience that brought with it an element of 
surprise. Henderson had been deeply impressed with all those practical 
difficulties which damp the zeal of the most ardent reformer when he finds 
himself in Whitehall. The crusading spirit of the editor of the Nation had 
been much tempered in the interval. Not that his ultimate liberal faith 
had been impaired ; but he now saw obstacles on every path of advance. 
Moreover, he was anxious to convey the lessons that he had learnt. 

On the whole he found a receptive audience. We were probably still 
somewhat callow and over-optimistic, and were disposed to rebel at his 
attitude of extreme caution, which appeared to us at moments almost to 
amount to obstructionism. But it is probably safe to say that he got a 
better hearing than he would have in Cambridge at this period. For while 
we paid our tribute to the great intellectual edifices of Marshall and Pigou, 
and while Keynes had his ardent disciples among us, basically we were 
eclectic. We were on the look-out for new worlds to conquer. As the study 
of economics, save by some isolated individuals, was only in its infancy in 
Oxford, so we thought that the science of economics was itself only in its 
infancy. Henderson evidently had lessons to impart and we were ready to 
discover what they were. 

He was anxious that we should learn more of the brutal facts of life, of 
how things worked out in practice. It is fair to mention in this connexion 
that he was not first in the field in the attempt to wean us from any dis- 
position to rely too much on the a priori. Professor Wesley Mitchell had been 
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with us for a year a short time before and, although he did not succeed in 
‘selling’ his specially favoured methods of time-series study, he sowed seeds 
of the desire for an empirical approach. 

There can be no doubt that Henderson’s most important contribution to 
economic studies in Oxford before the war was his initiative in encouraging 
us to organize the Oxford Economists’ Research group and the part he 
played as its chairman for several years. He perceived that we were 
primarily theoreticians; he was not altogether unsympathetic; he knew 
what that meant; how could he fail to do so, since he had himself been a 
lecturer at Cambridge for a number of years? At a certain level, and a 
sufficient one for the purpose in hand, he was a theorist himself. He sought 
to confront our theories with the experience of practical persons. 

It is important to stress the theoretical aspect of the work of this group 
at this time. It conducted a series of interviews with business men of 
various types. These interviews consisted essentially in the confrontation 
of the business men with certain points of theory and the ascertainment of 
how their own experience tended to confirm or conflict with the theory. 


Henderson’s contributions to these proceedings were important. In the | 


first place he supplied the introductions to most of our early interlocutors, 
having made fairly wide contacts in the business world during his time in 
London. Secondly the manner and style of the meetings were his con- 
ception. Each business man was of course interviewed on a separate 
occasion. There must be good hospitality, an atmosphere of easy, friendly 
intimacy and complete informality. On the other hand, the interviews 
must not be without their own discipline, nor degenerate into rambling 
discussions of business problems, which might have been fascinating 
enough. There was a list of formal questions, which formed the ground- 
work of our evening’s agenda. Most important of all, his contribution lay 
in the interpretation of our minds to the business men, and of their minds 
to us. He knew both our languages and was thus able to act as inter- 
mediary. He did not forget that there were certain specific theoretical 
points which we wanted to be elucidated ; as chairman he led the discussion, 
probing the minds of those who came and not letting them off until he and 
we felt that the true relevant answers had been obtained. These inter- 
views have been much misrepresented, as though a number of business 
men had merely been required to give answers to a questionnaire and their 
answers had been tabulated without any guarantee that there was full 
understanding of the significance of the inquiry. No one who knew Hender- 
son can doubt that he was a very shrewd man and had a fine sense of 
relevance. He put his best powers forth in conducting these interviews; 
anyone who claimed that he knew a more exacting or exhaustive method 
of eliciting information about behaviour by the method of question would 
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be a very bold man. No doubt this method cannot be infallible ; but it can 
be highly informative. 

The two subjects chosen for investigation were the effects of changes in 
interest rates on business behaviour, and the methods used by producers 
for arriving at the prices which they quote for their products. In both 
fields the answers were disturbing to preconceptions and Henderson may 
well have been satisfied that his idea had had success in shaking dogmatic 
complacency. It is interesting to observe that despite the very negative 
answers we obtained regarding the effect of the changes in interest rates on 
business action, Henderson continued to ascribe more potency to the 
interest-rate weapon than some of us were inclined to do, at least in the 
period immediately following the cold douche of the answers we received. He 
had sent us farther along the road of scepticism than he travelled himself. 

While these interviews were the most important institutional manifesta- 
tion of his empirical approach, they by no means cover the whole ground 
of his influence over us in this matter. He delighted in discussion and had 
a happy easy way with his colleagues. His influence was continuous and 


‘pervasive, though not, it should be added, decisive. He was not a dogma- 


tist, and, while he held his views strongly and expounded them with fervour, 
they were themselves somewhat eclectic and did not add up to a creed, 
such as can attract disciples. 

It has to be admitted that he was not interested in the more abstract 
developments of economic theory, and sometimes even showed hostility to 
their cultivation. I well remember a conversation on the first occasion of 
my dining with him in All Souls. The talk somehow fell on Edgworth, and 
perhaps in consequence of some previous discussion with one or other of 
the more philistine members of that distinguished college, Henderson re- 
marked, ‘He wasn’t much good, was he?’ I demurred somewhat. Then 
charmingly drawing me into the ranks of his own élite, he added, ‘What I 
mean is, we shouldn’t have been much interested in his opinions, should 
we?’ I really felt that I must make a decided démarche in favour of this 
great man from whom I had once had instruction. So I said somewhat 
solemnly, ‘Well, I think it may justly be claimed that he made indepen- 
dent and original contributions to the permanent edifice of the general 
theory of value.’ 

Henderson: ‘But the trouble is that I don’t believe in the general theory 
of value.’ 

I expressed surprise that one who had been nurtured in the very strong- 
hold, and at the hey-day, of the Marshallian tradition should express such 


1 I may perhaps be permitted to say that he showed the most violent and frankest 
possible hostility to my book entitled An Essay on the Trade Cycle, not, to the best of my 
understanding, for any particular proposition in it, but for its genre. 
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a view. He took up the case of Marshall, choosing in a carefree mood to 
refer to him irreverently as ‘the old boy’. Where, he felt, the old boy had 
made a valuable contribution was in laying more stress on the demand side, 
Then our discussion faltered, and the subject was changed. 

Keynes, who knew all about the general theory of value and has re- 
corded his tribute to Marshall, also had his moods of irreverence. ‘Haven't 
you yet discovered that that book is void of content ?’ I remember him 
saying, as he pointed to a copy of The Principles. It may be that Hender- 
son’s rather cavalier attitude was influenced by this streak in his master’s 
thinking. But then in due course Keynes was to devise a general theory of 
his own, relating, it is true, to a different set of problems. His sense that 
any purely general theory was too general to yield useful information 
dropped away in the new context. He came to Oxford for an evening, 
eager to expound. This was a meeting confined to dons. Of all his many 
essays in exposition to which I have listened, this was much the least 
successful. He chose merely to read out the first chapter of the as yet un- 
published General Theory. To those of us who already knew something of 
its main outline this new lead-in was slightly intriguing, but to those who 
did not it was, as may be imagined, perplexing and quite unimpressive. 
However, the discussion which followed ranged more widely. Henderson, 
who was in due course to become an inveterate, and even embittered, 
opponent of the General Theory, eagerly joined in. As Keynes showed how 
his theory explained various phenomena, Henderson offered alternative, 
and by no means unplausible, explanations. But Keynes argued that 
these explanations were unrelated to each other or to any general system 
of thought. ‘I come here’, he finaily burst out, ‘and offer you a general 
theory, but all you offer is a succession of wisecracks.’ 

Henderson’s allergy to formal systems of thought, whether they took the 
form of the general theory of value or the general theory of employment, 
by no means impaired his usefulness as a stimulant and guide in Oxford. 
It took one form, however, which, so it seemed to some, might possibly 
cause conflict. The Institute of Statistics had recently been founded and 
we had the good fortune to have Dr. J. Marschak as its director. His 
statistical interests were catholic, and he encouraged diverse methods of 
research in the new institute. But he nurtured a desire to give particular 
encouragement, when the time should be ripe, to econometric methods. 
There was a fleeting phase in Oxford when all the talk was of bunch-maps 
and the other statistical tools recently devised by the pioneers, Frisch and 
Tinbergen, and indeed by Marschak himself. Some of us welcomed this 
development. It would be good to have a nest of econometricians in Oxford 
to complement work done elsewhere. Indeed Oxford might be a particu- 
larly good environment, for in its intellectual furnace, the econometricians 
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were not likely to be able to sustain any semblance of dogmatism, and this 
would have brought to bear on them a healthy, strengthening influence, 
which may not have been so powerful in other places. In this sort of thing 
Henderson had no interest whatever. He was already concerning himself 
at this time with the Institute of Statistics and the intricate questions of 
its finance, and beginning to have influence. Who knows? He might 
have come, I dare not say to favour, but at least to show a benevo- 
lent neutrality towards econometrics. But the war cut short all these 
developments. 

His committee work was marked by a patient attention to detail, which 
was already beginning to be of service to the faculty before the outbreak of 
war. His main work in this field, however, was in a subsequent period. But 
his services as an administrator in the pre-war days were of minor impor- 
tance by comparison with his intellectual contribution to our life. As a 
thinker Henderson was a very notable person indeed. 

He had an extremely original mind ; he was shrewd and sage, judicious 
and in essence moderate ; but this fundamental intellectual tendency did 
not lead him, as is the case with many sages, into an attitude of quiet 
reflectiveness. His mind was always active, even agitated. He tore at the 
questions of the day, wrested from the facts the answers which satisfied 
him, was always on top of the news, seizing on the last indications, tracing 
their consequences. One could be sure that on any current topic he would 
be ready with a good opinion and eager to justify it. One knew also that it 
would be an original opinion. Thus it was always exciting to put the 
question to him, and his judgement, if not final, was weighty and impor- 
tant, and usually contained elements of the truth which everyone else might 
have missed. 

His advocacy of his point of view was strong and impassioned. He put 
all the force of his nature behind it. He often stated his case as though to 
hold the opposite opinion was a grotesque absurdity. In this he was some- 
times reminiscent of Keynes, from whom he may have learnt something of 
the art, although in many respects they were of widely different habit of 
mind. While strong and forceful in argument, he was unlike Keynes in that 
he never snubbed. He was always kindly, and seemed so. If one persisted 
in disagreement, he wore an expression of exasperation and despair, and 
sometimes raised his hand to his head as though to tear his hair, but in the 
end passed it over his head with a rapid smoothing motion, lest his agita- 
tion should have ruffled it. It was tragic that one should be so perverse ; 
but he made no attempt to undermine one’s basic self-confidence. 

I referred above to his aversion to formal system-building. It must not 
be inferred that his thought was unsystematic, or that he had a journalistic 
approach, arguing on some particular problem without apprehending its 
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interconnexions with the whole economy. On the contrary, he was a true 
economist in the fullest sense of the word. He was continually alive to the 
complicated interdependence of the economic world. One always felt in 
discussion that he was bearing in mind collateral ramifications, much more 
so indeed then do many experts in symbolic formulation when they address 
themselves to a practical issue. Indeed it may well be that his objection to 
formulations was basically that, however many equations they introduced, 
they were too simple to express the reality. One sometimes had the feeling 
that his arguments were informed by some general theory of value, which 
he was powerless to formulate, and which was at once more complicated 
and nearer the truth than that of the text-books, that he was in fine a more 
profound economist than the treatise writers—shoul: one say by instinct 
or by innate idea ? 
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3. DRUMMOND PROFESSOR OF POLITICAL ECONOMY 
1945-51 


By G. D. N. WORSWICK 


I 


THE statutory duties of an Oxford professor are light: he is required to 
deliver a certain number of lectures, usually thirty-two, in the course of 
the academic year. Unless he is a scientist it is unlikely that he will have 
any departmental duties. Nor is lhe head of the faculty, in the manner of 
continental and provincial universities. If the claim of diehard college 
tutors that nothing but good could come from abolishing all professors is 
a trifle exaggerated, it is true that the value of a professor to his subject, 
to undergraduates, and to research students depends largely upon the 
man, and little upon his title. It is proper, therefore, to begin with some 
account of Henderson’s varied activities in Oxford after his appointment as 
Drummond Professor of Political Economy in 1945, 

For his lectures Henderson chose a title both simple and bold—‘The 
Economics of the Modern World’—which was unadorned but for the I, 
IT, or III to denote the academic terms. There were always large audiences, 
even by the inflated post-war standards set by the retur2ing warriors, the 
like of whose capacity to sit through lectures was never seen before nor 
since. Numbers required the use of one of the big Examination Schools 
halls: light of voice, Henderson might well have had to shout, were it not 
for the lately installed microphone which he managed with a characteristic 
air of seeming helplessness but with complete success. For his first 
year he wrote out his lectures in full; in later years he allowed himself 
greater freedom, some of his very best lectures being sustained extempore 
outbursts on some subject of burning topical importance. In the course of 
the year, as a rule, he first gave a masterly review of the inter-war years, 
paying most attention to the changes in Britain’s international position 
and to questions of control and regulation in international trade. Then 
came a series of lectures on contemporary economic and social problems, 
the balance of payments, the size of the social services, inflation, monetary 
policy, controls and the price mechanism, and, of course, population. The 
general tone was pessimistic. At one time my own pupils referred to them 
as ‘the gipsy’s warning’, and there circulated a delightful, if improbable, 
story that the Vice-Chancellor had been moved to remonstrate with the 
Drummond Professor because so many of the young men attending his 
lectures were badgering their college authorities to find out how to 
emigrate. Henderson certainly knew of his reputation for pessimism, and 
occasionally protested that it was unjustified: all he was doing, he said, 
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was to face facts clearly and steadily. Certainly it was one of his best 
qualities that he was completely free from the mental disease which afflicts 
so many economists and intellectuals generally—so high an elasticity of 
expectations that a slight change in the monthly trade returns will drag 
them down from the heights of optimism into an abyss of gloom. 

Whatever their tone, the influence of Henderson’s lectures upon great 
numbers of post-war undergraduates was considerable, and it was typical 
of him that he took such pains in their preparation. But his impact was 
even greater upon research students. Smaller in number, of course, he met 
them in the less formal climate of a seminar. This seminar, conducted 
first with Sir Henry Clay and later with Messrs. Andrews and Burchardt, 
was always the most popular of the numerous graduate classes started 
after the war primarily to meet the needs of those studying for the new 
degree of Bachelor of Philosophy. Here Henderson could relax and, above 
all, discuss. While his own outlook on current policies and developments 
was frequently critical and pessimistic; the obvious enjoyment he derived 
from a clash of opinion with his students and his colleagues, and the 
scrupulous care with which he avoided scoring points simply by calling 
upon his undoubtedly superior knowledge and experience, were both 
infectious and inspiring. One felt that here was a man who really cared 
about his subject, who really wanted to find the right answers to important 
questions. In the early days of post-war enthusiasm for economic planning 
and the Welfare State it was especially tempting for the younger generation 
of dons and students to dismiss the pronouncements of older economists as 
variations on the theme of sour grapes, not worth serious attention. One 
could not do that with Henderson: he was very much alive, very 
much aware of what was going on in the outside world, and thinking 
hard for himself where others were content to rest upon doctrine. If 
many of his views on policy could fairly be described as orthodox, 
nevertheless he cared little for orthodoxy and much for truth as he had 
found it. There was no better way for a young economist to try out a new 
idea than to put it to Henderson. 

A splendid teacher, Henderson hated examining. He said he found the 
responsibility of deciding the future of all these admirable young men and 
women too much for him. When he did examine, he invariably took 
enormous pains and invariably overmarked. He could write the most 
biting and sarcastic assessment of the performance of a Chancellor of the 
Exchequer, but he could never bring himself to mark even the stupidest 
candidate below beta minus. 

Much time was inevitably taken by committees. Besides the calls of 
All Souls and of Nuffield College, of which he was a faculty fellow, Hender- 
son took his turn as chairman of the sub-faculty of Economics, was 4 
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member of the Board of the Faculty of Social Studies, and, until 1951, of 
the General Board of the Faculties, being the one economist on that 
board. In addition he was chairman of the Standing Committee of the 
Institute of Statistics and of the Editorial Board of this journal, and a 
Delegate of the Clarendon Press. Even in normal times the routine business 
of all these bodies takes more time than most members would wish. 
But the times were by no means normal. The numbers of students, 
teachers, and research workers increased rapidly after the war. Among the 
faculties Social Studies'increased more than the average, and within Social 
Studies Economics expanded most rapidly. A major contribution to this 
expansion was made by the expenditure of the rising University Grants 
Committee grant ‘earmarked’ for Social Studies, following the recom- 
mendations of the Clapham Report. New chairs in Statistics and in 
Economic Organization, new readerships and new university lecturer- 
ships were created in various subjects, and the establishment of the 
Institute of Statistics was increased. In all this Henderson was continually 
called upon, here as an elector, there as a member of some sub-committee 
to draft a memorandum (dons and arts professors in Oxford have no 
secretaries, unless they pay for them): he had to see business through the 
many layers of Oxford’s mille-feuille university machinery. No cne, 
least of all Henderson himself, would claim that he was the ideal committee 
man, either as a business efficiency expert or in the subtler sense of Micos- 
mographica Academica. He kept all papers and destroyed none: in his 
study in No. 5 South Parks Road his chair was surrounded by ever growing 
mountains of minutes, examiners’ reports, finanvial estimates, and the 
rest: and as he searched for a paper one watched with fascinated horror 
as he destroyed what remnants were left of order which might enable him 
to find the next one he might need. He used to confess quite frankly that 
he never really understood how the whole machine worked, never was he 
quite sure whether a particular report on the table was going ‘up’ or 
‘down’. He was happiest himself at the lowest end of the scale, on the 
sub-faculty of Economics, for there the blame for all plans frustrated, all 
hopes dashed, could be laid at the doors of ‘them’, the General Board or 
the Hebdomadal Council: and no one could inveigh against ‘them’ better 
than Henderson, cheerfully forgetting that, in another guise, he was one of 
‘them’ himself. When, later, the same business reached these lofty heights, 
he still brought arguments designed to overcome some distant but all- 
powerful caucus, but not always nicely adjusted to the particular interests 
and personalities which were in fact in the room with him. So long as he 
wrote about governments, about ministers, about men in general, Hender- 
son was shrewd, occasionally cynical, in his assessment of human motives. 
But in truth he was a very good man, and could never bring himself to 
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believe ill of any inuividual he met. Paradoxically, he always gave them 
credit for his own good nature, tolerance, and simplicity. He could 
recognize malice and mischief at a distance, but the nearer it was, the less 
he saw it. 

These defects as a committee man, if such they were, were really aspects 
of his virtues. And these were great. Firstly, he sensed the diversity and 
democratic character of Oxford. He never tried, as he was in a strong posi- 
tion to do, to impose his own schemes upon others, being content to give 
his opinion as one of many. Secondly, he was fair, as few men could be. 
If he had to put a case of which he himself might not be fully in support, 
but to which he was committed as spokesman of one or other body, he 
did so conscientiously and thoroughly. Thirdly, he saw more clearly than 
anyone the danger that doctrinal quarrels might lead to splits and factions 
in the faculty. The fact that extremes of economic opinion have lived side 
by side in Oxford for many years, with hardly a trace of bitterness, owes 
much to Henderson’s moderation and friendly mediation. Typical was his 
enthusiastic and untiring support of the Institute of Statistics, that home 
of ‘foreigners and reds’ as friendly critics had sometimes put it during the 
war. Certainly Henderson’s own views on planning and full employment 
were far removed from those expressed by some members of the Institute. 
But Henderson was a keen believer in empirical research. He cared little 
for doctrine, but could put up with it in others, provided they were pre- 
pared to look at the facts. 

The Institute of Statistics had been started i in 1936 on an experimental 
basis, financed by an annual grant from the Rockefeller Foundation. The 
grant had been continued during the war, but, following its customary 
policy of supporting new enterprises only for an initial period, the Founda- 
tion had indicated that it would cease to make the grants soon after the 
war ended. Another decision which was also held over during the war 
years was whether the Institute should be more closely merged with 

Nuffield College or should remain, as it had started, an independent body. 
As Chairman of the Standing Committee, Henderson took charge of the 
complicated and prolonged negotiations in the University for the passing 
of a new Statute to establish the Institute on a permanent basis, and the 
arrangements for its financial support. Both in its organization and in the 
kind of research which is undertaken the Institute owes much to Hender- 
‘son’s energy and to his judgement. 


II 


The Drummond Chair is of Political Economy, and the title suited 
Henderson perfectly. He allowed a great deal of modern economic theory 
to pass over his head, or perhaps one ought to say beneath his feet. At an 
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informal sub-faculty meeting called to discuss the interesting paper of 
Triffin on the International Monetary Fund,! Henderson opened with the 
remark: ‘When I heard that Mr. Triffin had written a book about Mono- 
polistic Competition, I understood how he could make such extraordinary 
proposals.’ When Professor Chamberlin gave a lecture in Oxford, Hender- 
son innocently introduced him to a delighted audience as the ‘father of 
imperfect competition’. There were times when he seemed to argue that 
even elasticity was a concept too abstract to cross the lips of anyone con- 
cerned with the real world, but in this case it was possible to extort a 
grudging concession that the word might be appropriate on occasion. 
What was worth saying on the problems he was interested in could be 
said by the proper use of the English language. It did not occur to him 
that others might not command his own beautifully clear and easy prose 
style. 

This attitude obviously had much to do with Henderson’s own life, 
much more of which had been spent in public service and in journalism 
than in purely academic surroundings. Undergraduates can be made to 
acquire a new technical language, but practical men, for whom Henderson 
was mostly writing, had neither the time nor, in some cases, the capacity 
to master unfamiliar jargon. Over many years he had schooled himself to 


* convey his ideas without the aid of charts, diagrams, or formulae. 


But there were other reasons for his distaste for much of modern 
economic theory. He felt that too often the process of abstraction was 
carried too far. It might or might not be true that the essence of econo- 
mics was the principle of maximizing behaviour, but the character of the 
solution of a set of simultaneous equations was not much use in telling you 
whether now was the time to devalue the pound. He was himself a good 
enough mathematician? to see how dangerous a little mathematics might 
be, and how easy it was to confuse a purely mathematical deduction with 
the discovery of some new fact about economic behaviour. Anyone who 
has tried to teach the theory of monopolistic competition knows how often 
this happens, with quite intelligent students. Finally, he saw clearly the 
even greater danger that economists might not merely deceive their 
students but also deceive themselves. The temptation to prescribe from 
the oversimplified model for reality was ever present and could not always 
be resisted. The history of economics provides too many examples of 
tragedies, small and large, which can be traced to this source for Hender- 
son’s attitude to be considered obscurantist. 


1 Mrs. Hicks had brought back the article after a visit to U.S.A. It was later pub- 


lished in the Review of Economic Studies, 1947. 
2 It is not the case that Henderson was a dunce at mathematics: he was a much better 
mathematician than many who hide the triviality of their economics behind a smoke- 


screen of formulae. 
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Henderson published no substantial work during his tenure of the 
Drummond Chair. He was often pressed by his friends to publish his lec- 
tures, especially his account of the inter-war years, for this part was 
unique and might well have laid the foundation for the economic history 
of those times. Had he lived, and found the leisure in a very busy life, he 
would probably have done so. His published work appeared in academic 
journals in Britain and the United States and in bank journals. Several 
of his most important contributions were originally given as single lectures 
and subsequently printed: in 1946 he gave the Stamp Memorial Lecture in 
London, in 1947 the Rede Lecture in Cambridge, in 1948 he addressed 
Section F of the British Association as its President. 

In these articles and lectures Henderson addressed himself to the most 

urgent questions of contemporary economic policy, to the ‘International 
Economic Problem’, to the ‘Uses and Abuses of Economic Planning’, 
and the ‘Problem of Retrenchment’. It was the international problem 
which preoccupied him most. Had it still been the custom to create new 
courtly offices, then, surely, Henderson should have been the Keeper of the 
King’s Balance of Payments. The economic troubles of the inter-war 
world were, he argued, centred in the international field: for the future 
the most difficult problems, ‘and by far the gravest for this country’, 
would be the international problems. Among the causes of trouble Hender- 
son gave a high place to the persistent excess of supply over demand for 
agricultural products, stimulated by the marked speeding up of the rate 
of technical progress in agriculture, at a time when there was a marked 
decline of the rate of increase of the population of Great Britain and 
western Europe, the great importing areas. Then there was the legacy 
of the economic disturbances of 1914-18, and the painful efforts to recon- 
struct an international monetary mechanism which seemed to show hopes 
of working, only to collapse when the flow of American lending slackened 
and ceased in 1929. The breakdown of 1930 and 1931 was the key event in 
the story of the inter-war years. The exchange control, protection, 
quantitative restrictions, and bilateralism of this period were largely 
the effects and not the causes of the breakdown. From the experience 
of the inter-war years Henderson reached certain conclusions which 
were, in his view, strengthened rather than weakened by the events after 
1945. 


First, the quasi-automatic correctives of a freely working economic system may be 
strong enough to effect small readjustments. . . . But it is rash to infer that they will 
be strong enough to effect the large readjustments that are needed after the huge 
disturbance of a total war. The second lesson is the fundamental importance to any 
orderly international economic life of the objective of equilibrium in the balance of 
international payments. It is shallow and short-sighted to suppose that the maxi- 
mum expansion of international trade is all that matters. ... In the long run, a large 
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uncorrected disequilibrium in the balance of international payments is a contrac- 
tionist influence of the first importance.* 

Thirdly, international economic aid would lead to mischief in the long 
run, if it was used to evade the task of adjustment. 

To these themes and to these conclusions Henderson returned again and 
again. With exemplary moderation and, as events after 1945 more and 
more began to prove him right, without bitterness, he criticized the Inter- 
national Monetary Fund and the International Trade Charter. He was not 
against all attempts to establish an international monetary mechanism, 
nor against the attempt to establish a code of economic good neighbourli- 
ness in financial and commercial relations. But it was not merely pointless, 
but positively dangerous, to set about these tasks before the prior task of 
removing the existing large disequilibrium in the international balance of 
payments had been tackled and completed. 

‘The restoration of basic equilibrium’, he wrote in 1949,? ‘is no mere 
passing problem of the transition from war to peace. It is a long-term, 
large-scale task.’ And it was on these grounds that he attacked so con- 
sistently, and with such a varied range of arguments, the principle of non- 
discrimination. He drew attention to the contradiction between this 
principle and the formation of Customs. Unions, which were apparently 
acceptable to the apostles of non-discrimination. And he noted that 
European countries could only fulfil their obligations under the Marshall 
plan to ‘help themselves’ if they did discriminate. Moreover, he pointed 
out that it would be necessary to use drastic import restrictions and dis- 
criminatory trade agreements not merely to reach a balance-of-payments 
equilibrium but to retain them over many years in order to prevent deficits 
reappearing. 

During and immediately following the Second World War Henderson 
was the leader of a small minority of economists arguing along the above 
lines, Today there is hardly any economist in Britain who still offers the pure 
milk of the doctrine of non-discriminatory multilateralism, and there seems 
little point in recording all the arguments which are now well known. 
Writing in this new atmosphere, it is, however, proper to remind ourselves 
that in much of what he wrote Henderson was in opposition, indeed, in 
the wilderness. There is, however, one striking feature of his treatment of 
international economics which ought not to pass without comment. He 
made no use of Keynesian terminology or technique in analysing changes in 
the balance of payments. This was odd, since that mode of thinking seems 
very suited to focusing attention upon questions of disequilibrium and 
instability in balances of payments, as distinct from the questions of com- 


1 Stamp Memorial Lecture (0.U.P., 1946). 
2 ‘The Havana Charter’, American Economic Review, vol. xxxix, No. 3. 
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parative cost and the gains from trade which are analysed in traditional 
foreign trade theory on the assumptions of continuing balance in exchange 
and full employment of resources. And it was even odder in that those 
few economists such as Balogh, whose policy conclusions were close to 
Henderson’s own, were Keynesian. Why he so steadfastly refused to use 
what, superficially at any rate, seemed the obvious language I do not 
really know. Certainly Henderson never thought much of the G2neral 
Theory, but I never heard him give a sustained account of his objections. 
He made the point, of course, that Keynes’s ‘closed economy’ was a 
singularly risky expository device in a country which was not, and could 
never be, closed. He thought too that if not Keynes himself, then his 
followers had raised false hopes of solving the problem of unemployment 
with ease, and he returned more than once in his post-war writings to the 
dangers of pursuing at home a monetary and fiscal policy of expansion 
without taking into account possibly unfavourable repercussions on the 
balance of payments. Perhaps, above all, it was Henderson’s exceptional 
‘feel’ for economic realities which made him keep clear of an analysis 
conducted primarily in terms of aggregate monetary flows and which can, 
in the hands of the incautious, lead to a neglect of the more intractable 
structural problems, of the expansion and contraction of firms and 
industries, of the movement of labour and so on, which are the real things 
of which the money flows are only a shadow or reflection. 

These views are given their fullest expression in a paper on ‘the Function 
of Exchange Rates’, the opening article in the New Series of this journal, 
published in January 1949,! which is one of Henderson’s most important 
writings of this period. In it he examined the claim that exchange-rate 
variations were an efficient device for regulating the balance of payments. 
In view of the position of sterling at that time, much of the paper is de- 
voted to devaluation as a means to overcome a deficit. Henderson argued 
that too much had been made of the apparent success nat the 1931 devalua- 
tion of sterling: 


The depreciation of the pound and the dollar had disastrous repercussions on the 
economies of the gold bloc countries, notebly France, which were eventually forced 
to devalue too: and there seemed at _ time a real danger of a chaotic process of 
competitive exchange depreciation. . 

This danger was averted by the Tripartite Agreement of 1936, but the 
experience did nothing ‘to encourage the view that exchange-rate adjust- 
ments by particular countries would form a good basis for an orderly 
international economy’. Nevertheless he still thought that depreciation 
might be ‘useful, perhaps indispensable’, to countries in balance-of-pay- 
ments difficulties, should serious world depression and deflation recur. 


1 Oxford Economic Papers (new series), vol. i, No. 1, Jan. 1949. 2 Loc. cit., p. 7. 
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The situation was quite different, he argued, if world prices were rising, 
or even merely steady. A fall in the exchange rate would first raise import 
prices, and these would be passed on throughout the country’s economy. 
‘In Great Britain more especially, an exchange depreciation would con- 
tribute either to a wage-inflation, by raising the cost of living, or to a 
financial inflation, if the attempt were made to counteract this by addi- 
tional food subsidies.’ The dynamic character of inflationary movements 
was insufficiently appreciated, he thought, by the advocates of exchange- 
rate manipulation, and he went on to assert: 

The true function of exhange rates is to provide a constant factor round which the 
more variable elements may move, and by reference to which they can be adjusted ; 
in other words, to provide a focus of stability in an orderly price system. 

Adopting this view Henderson was bound to, and did, place much 
emphasis on quantitative import restrictions as a means of overcoming 
deficits. But he was not prepared to leave it at that. It was necessary to 
abandon, or at least substantially modify, the idea that aggregate demand 
should always be such as to secure full employment: 

No country, after all, can afford to permit its monetary reserves to disappear. If 
they are dwindling fast, action has got to be taken to arrest the decline; and it is 
important that this action should be timely and effective.” 

Henderson then made the startling and paradoxical proposal that when 
the monetary reserves fell below a defined figure (he tentatively suggested 
£350 millions at the time of writing) a substantial reduction of the note 
issue must automatically follow and that this arrangement ‘should only 
be alterable by a new Act of Parliament’. And he summed up his pro- 
posal thus: 


This, then, is the basic principle which I suggest for the future regulation of the 
volume of purchasing power: above a specified minimum of gold and currency re- 
serves, unfettered discretion for the authorities, who should, however, look to the 
movement of the reserves as a main criterion of policy: below this minimum, an 
automatic and substantial curtailment of currency and credit.* 


This was startling because it seemed to be a return to the ‘gold standard’ 
mechanism with a vengeance: even more was it paradoxical since in his 
paper on the Price System, published almost simultaneously, Henderson 
was arguing vigorously against the case that the removal of every vestige 
of inflation would solve Britain’s balance-of-payments difficulties at that 
time: 

Conceivably, our aggregate consumption may have to be reduced, failing a 
sufficient further increase in output. But no one, I imagine, would suggest, least of 
all the critics of austerity, that our aggregate consumption of goods and services may 
have to be reduced by 20 per cent. or more. This is the magnitude of the reduction 
that would be needed, if the removal of import restrictions were not to result in 
increased expenditure on imported goods.‘ 

? Loc. cit., p. 15. * Loc. cit., p. 13. * Loc. cit., p. 14. 

* Economic Journal, Dec. 1948, p. 476. 
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But if this were true, and for my own part I believe that Henderson’s 
view on this last point was correct, how could credit restriction succeed in 
a situation where even import restrictions had failed, except by being 
carried to those very lengths which Henderson was using as a major argu- 
ment in favour of import restrictions ? 

The paradox can be partially resolved if we bear in mind that Henderson 
at this time was fighting vigorously on two fronts, on the one against the 
extreme advocates of the price system cum disinflation, and on the other 
against those who, once direct controls were in operation, were prepared 
to go easy on monetary policy. But that still does not account for a scheme 
which essentially calls upon the weaker monetary control only when the 
stronger direct controls had failed. 

In 1947 Henderson delivered the Rede Lecture in Cambridge and chose 
as his subject ‘The Uses and Abuses of Economic Planning’.! Like so 
many others who were writing on Planning at this time he pitched into 
Sir Oliver Franks, whose own lectures, Central Planning and Control in 
Peace and War, had just been published.2 Henderson pointed out that 
there were certain essential differences between an economic organization 
appropriate for peace-time and one designed for total war. Sir Oliver made 
much of ‘quantitative’ programmes, which were ‘not merely estimates of 
need made by the intellect reviewing a situation, they were acts of will’. 
Henderson’s comment was: ‘I submit that it is only for commodities of 
which the State is the chief consumer that quantitative programmes can 
have this quality of “acts of will” or “directives to action” for purposes 
of increased consumption.’ The peace-time field for ‘quantitative pro- 

grammes’ was limited, ‘except for the unwelcome though often necessary 
purpose of adapting ourselves to scarcity’. Towards the end of this lecture 
Henderson launched another attack, in a less important field perhaps, but 
which is worth quoting as an example of the mixture of vigour, humour, 
and sheer enjoyment he combined in an enterprise of this kind: 


But there is a third type of statistical calculation which is also mixed up with the 
idea of quantitative planning entertained by some—namely, the so-called ‘model’ 
type of comprehensive forecast. The distinguishing feature of this type of calculation 
is that it is hypothetical in the extreme. It first builds an elaborate algebraical 
apparatus to indicate the various factors which will combine to determine the matters 
which are being forecast, and then attempts to evaluate these factors in the light of 


1 C.U.P., 1947. 

? These lectures are, indeed, much more interesting and suggestive than the very many 
critics have given crecit for. Sir Oliver Franks is a philosopher who became a distinguished 
administrator during the war: he is not a trained economist. In his lectures there is little or 
no mention of prices: this was almost certainly not deliberate, but was simply the result of 
taking for granted what most economists would have drawn attention to. Upon this single 
source the whole Aunt Sally of ‘planning without prices’ was first set up, and then stoned 
with whoops of joy by the enthusiasts of the new laisser-faire. The painful fact is that little 
remains of this largely sterile controversy that is still worth serious attention besides Sir 
Oliver’s original lectures and Henderson’s comments upon them. 
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such data as may be available. The intellectual ingenuity which goes to this work is 
often impressive: but for any practical purpose in the sphere of central economic 
policy, the method has the serious defect that the factors which are of dominating 
importance are often quite unpredictable, though the consequent unreliability of the 
final result is hidden from spectators by the massive bulk of the apparatus employed. 
Moreover, in the process of guessing the key factors, a sort of Gresham’s Law is apt 
to operate, under which wishful thinking drives out common sense. 

Henderson’s purpose in his Rede Lecture was not to attack all forms of 
economic planning. In the sense of ‘regulating by deliberate policy many 
matters which were formerly left to the laws of supply and demand, or 
relying less on impersonal economic forces, and more on conscious organiza- 
tion than has been customary in the past’, and in the sense of including 
some quantitative regulation, especially of imports, Henderson was in 
favour of planning. But he feared that attempts to apply muddled notions 
about planning might cause a reaction towards laisser-faire doctrine and 
practice which might prove unfortunate in the extreme. 

Sixteen months later, at the British Association meeting at Brighton, 
he reported that ‘the ideologues of planning had remained mostly on the 
defensive, while their opponents, marching under the banner of a general 
return to the price system, have launched a general assault’. ‘I had better 
confess at once’, he said, ‘that this revivalist ideology seems to me marked 
by the same defects which repelled me in planning ideology, that is to say, 
incoherence and wishful thinking. The phrase ‘the price system ” is bandied 
about as though its meaning were self-evident and as though it, too, had 
the properties of a magic charm.”! A year later Henderson was to sum up 
his own position in the debate between controls and the price system with 
the characteristic words: ‘I am regarded as holding a rather eccentric 
position in attacking both [sides] with equal vehemence. Well, I submit 
that in view of the magnitude of the balance of payments problem it is the 
only position that makes sense.’ 

Henderson returned again and again to the problem of controls and 
the price system (having dealt with ‘planning’ in the Rede Lecture he 
never used the word much again) in all kinds of contexts. It is not possible 
here to cover fully his ideas on this subject ; one quotation must suffice to 
indicate the conditions when he thought the ‘ price system’ was satisfactory 
and when it was not: 


Now in ordinary times, when the economic system has not been subjected to any 
recent large disturbance, the short-term and the long-term equilibrium prices of 
things are seldom far apart ; and any small difference between them resulting from 
maladjustment between supply and demand serves as an effective and comparatively 
unobjectionable means of correcting that maladjustment. 

The story is apt to be very different when the maladjustments to be corrected are 


1 Economic Journal, Dec. 1948, p. 467. 
* Paper read at an informal meeting of economists at Geneva in Sept. 1949. Printed in 
Economia Internazionale, vol. iii, No. 4, Nov. 1950. 
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very large. If it is a case of a large excess of demand over supply, the short-term 
equilibrium price may be very high indeed, much higher than is useful in stimulating 
additional production. For an exorbitant price does not stimulate production 
appreciably more than a good price; it frequently stimulates it less." 

It was in the latter kind of situation that direct controls might be most 
appropriate: not that once controls were used one could forget about 
prices. In Henderson’s view controls should as far as _— help the 
price system rather than cut right across it. 

The Royal Commission on Population, of which ‘viii was a 
member, and later (when Lord Simon resigned in May 1946) Chairman, was 
appointed in March 1944, before Henderson was elected Drummond Pro- 
fessor. Although his work on the Royal Commission strictly lies outside 
his activities as Drummond Professor, nevertheless it must be mentioned 
here, for two reasons. In the first place, on looking back one realizes how 
much Henderson must have been taxing his strength, for he was by no 
means a well man for much of his time as professor. Secondly, his con- 
tinuing contact with population questions, especially the growing number 
of the old, must surely have been a principal factor in his thought about 
what he became increasingly to regard as a fundamental economic prob- 
lem for Britain—the rising cost of the social services. 

Henderson’s views on the international problem, and upon controls 
and the price system, both received full and systematic treatment in the 
Stamp Lecture, in the article in Oxford Economic Papers, and in the Rede 
Lecture, which have already been quoted here. His ideas on the cost of 
the social services were never singled out for treatment in quite the same 
way: they appeared rather as essential ingredients in the numerous articles 
he wrote for particular occasions, notably at pre-budget times, or on specific 
points such as food subsidies or the charges for nrescriptions or spectacles 
in the health service. Henderson was by no meaus hostile to the extension 
of social services as such: at the same time he was not much moved by 
arguments from general social principles. If you suggested to him that it 

was wrong in principle to charge for medicines, he was not impressed ; but 
if you suggested that a small charge might increase the consumption of 
drugs,” he was very interested indeed and willing to hear more. Although 
Henderson’s conclusions very often fell on the Conservative side, his argu- 
ments are well worth studying by Socialists for the clear way in which he 
brought out what the economic choices were. Henderson was especially 
concerned with the possible ill effects of high taxation. As always, what 
he wrote was not mere opinion: he had many friends in the City and in 


1 Loc. cit., pp. 472-3. 

? As seems to have happened during the war with cod-liver oil and orange juice distributed 
by the Ministry of Food. It should be added that in that case the authorities were anxious 
to increase consumption of those items by children. 
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industry, and he knew better than most academic economists what was 
going on. If he brought little new systematic evidence on these matters, 
his formulation of the problems was based on experience and not con- 
jecture. 

Inevitably the scope and purpose of most of Henderson’s post-war 
writings on these topics were limited, but they still repay study as perfect 
examples of how to write on current economic affairs. 


Il 


Henderson wrote very well: to read him is to be carried quietly and 
effectively along a line of argument, with just the right number of sign- 
posts to show the way, without that superfluity which might make the 
journey seem too long. His words are those of an intelligent man written 
to persuade other intelligent men. Was there any more to it than that? 
After all, Henderson made no contributions to theoretical economics on 
such a scale as would lift him above many others. Nor, despite the freshness 
and sweep of his historical studies, does his published work constitute a 
major contribution to economic history. Yet there were qualities in 
Henderson which were unique, and at the same time made it almost in- 
evitable that their expression should largely be made in memoranda, 
articles in bank journals, and so on. 

In the first place he was open-minded. Nearly all economists, and 
certainly nearly all great economists, have been doctrinaires. The very 
complexity of economic and social life constantly demands the creation of 
models, the use of simplifying spectacles, the arbitrary imposition of order 
upon what would otherwise seem an unmeaning chaos. Henderson worked 
with the barest minimum of analytical apparatus and kept himself free to 
examine every new situation afresh, in its own right. He was empirical to 
the finger-tips, and was always prepared to be proved wrong by events. 
His open-mindedness extended far beyond the realms of economics: he 
was always delighted to hear new ideas on any topic, and never showed the 
least inclination to dismiss arguments simply because they were uncon- 
ventional. 

On the question whether economics is a form of preaching, Henderson 
never had the slightest doubts that economists had a special job to do. 


Acentury ago [he said] economists were laughed at as the practitioners of the dismal 
science. They scarcely deserve that taunt, or should I say that compliment, today. 
I fear it must be recorded that during a period in which the British people have been 
faced with the most formidable economic difficulties, to surmount which it is above all 
else important to appreciate the magnitude of the effort required, the most extrava- 
gant propagandists of go-easy illusions, the most pushing salesmen of enervating 
Fool’s Paradises, have been found among economists of diverse schools of thought.’ 


1 Economic Journal, Dec. 1948, p. 481. 
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Henderson himself felt it his duty not merely to consider alternative 
possible economic policies but to go on until he had himself achieved a 
single and definite solution. It was this acute sense of personal responsi- 
bility for any policy he supported that absolves him from the charge of 
being simply a reactionary. Many of his prescriptions were, it is true, also 
being offered by others, not as the product of thought but of the very 
opposite. Henderson knew that he himself was often regarded as a reac- 
tionary: and he had no liking for this because he both respected the 
opinion and enjoyed the company of his younger colleagues, who were 
most apt to make the charge. But he was not to be deflected from what 
he considered, as the product of long and careful thought, the right line. 

More than any economist of his time Henderson kept his feet firmly on 
the ground. He always began his studies from the here and now. If, asa 
conversational gambit, one were to ask, ‘Under what circumstances would 
a devaluation of the pound improve the balance of payments ?’ Henderson 
might as well as not interject, ‘But you cannot talk of devaluation now.’ 
His view of the world was not a static, unchanging frame, but a picture 
which was daily retouched, perhaps substantially redrawn, to allow for new 
and unforeseen changes. 

Finally, there was his remarkable flair for sensing what was practical 
politics. It was a stock joke among the younger generation that Henderson 
did not reach his conclusions by intellectual processes; he felt things in 
his bones. And that was really the point. Of course, he did use intellectual 
processes, but there were plenty of others who were just as clever at this 
part of the game. What Henderson had in addition was the rare gift of 
knowing exactly when to sit back and use his judgement. The tendency 
towards fragmentation and specialization in economics is likely to con- 
tinue: economic principles themselves provide the most obvious reason. 
But the results of every piece of specialized research or analysis, if they 
are ultimately to be turned to the benefit of one’s fellow men, must cross 
the high and narrow ridge of political economy, where judgement, balance, 
and a good head are needed above all else. Much of what Henderson wrote 
will inevitably seem to date more quickly than the writings of theorists or 
statistical specialists. But it is to be hoped that it will not be neglected, 
for his work stands as an achievement of the highest order in the method 
of political economy. 

Henderson’s outstanding qualities of open-mindedness and fairness, the 
flair for the significant fact and the insistence upon counter-check against 
other facts, his moderation of tone and firmness of conviction—these 
qualities were perfectly combined and balanced to produce some of the 
finest examples of sustained argument in contemporary economics. These 
very same qualities which made him such a distinguished economist 
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adorned him as a man. And to them he brought in addition a gentleness 
of manner, a boyishness of spirit, and a generosity and kindness of temper 
which earned him among all who knew him affection and respect, and 
among those who knew him well a love which will remain a splendid 


memorial to set against the loss which seems only to grow greater. 
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